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This could happen 
only in America 


In no other land of the earth would it have 

been possible for men to have done so much for 
so many in so short a time. Only 30 months 

have gone by since America heard that the old 
automobile industry was to be challenged by 

a newcomer. And in that incredibly short time, 
complete newcomers have moved from 

bottom to fourth place in America’s largest 
industry—the making of motor cars. 


Only here could men have had the freedom to use 
their dreams and skill and courage in 
accomplishing their objectives—to rise or fall 

on the quality of their work alone. 


Just because this is America, the men from 
Willow Run were free to compete in a great 
industry—to introduce the strength and vitality 
of new ideas. And those ideas have given 

the people of America 300,000 fine new cars in 
only two short years. Cars that were the 

first to provide really roomy interiors and styling 
that has set the trend for the entire industry. 

















These new ideas have inspired famous textile 
mills to make richer, more luxurious weaves for 
KAISER and FRAZER cars... makers of 

finishes to produce more beautiful colors. 
Designers, engineers and makers of tiny hidden 
parts have been inspired to produce new 
mechanical miracles. 


All over America, new businesses have been 
established, and men are happily at work in the 
Kaiser-Frazer service organization, now the 
fourth largest in America. The end is not in 
sight—nor will it ever be. In a free America, and 
with men who know no limitations, you can 
always be sure that we’ve just begun at Willow Run. 


KAISER-FRAZER CORPORATION 
WILLOW RUN, MICHIGAN 
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to wilh 
Ordinarily our Research Division 
enjoys its job... gets a kick out of 
sending helpful information free to 
more than 15,000 people who write 
in each year and ask all kinds of 
questions about investments. 

Sometimes, though, they get a job 
they hate—like answering a recent 
memo from one of our managers. 

The memo said a man had just 
come into his office with a list of 
eleven stocks ... asked if we knew 
anything about them .. . mentioned 
casually that they’d all been pur- 
chased prior to 1921! 

Our manager looked the securi- 
ties over... saw they were all issued 
by little-known companies of many 
years ago... and mentally blessed 
Merrill Lynch for advocating “In- 
vestigate then Invest” so strongly. 
He said he was afraid the companies 
had “folded-up,” the stocks weren’t 
worth a penny—but he’d send 
them on to Research and make sure. 

And that was the letter we hated 
to write.* Because the stocks were 
found to be worthless. 

The worst thing about that com- 
plete loss was that it was so unnec- 
essary! Because there are lots of 
sound opportunities for investment 

. sensible securities to fit any in- 
vestment program ... our Research 
Division to give you the available 
facts on any industry, stock, or com- 
pany before and after you buy! 

Why not ask Research about your 
own investment problems... geta 
seasoned check on any securities 
you own now—or may be thinking 
of buying. There’s no charge, no ob- 
ligation. Just send them to— 


Department T-5 


*If you'd like to see it together with a 
copy of the original memorandum from 
our manager, we'll be glad to send it to 
you. It makes pretty sad reading, though. 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 96 Cities 
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Ring out the old — ring in the new. And may the coming year turn the 
tide and usher in an age of peace and good will to men everywhere. 


It can be done! The desire for peace and happiness is so great the world 
over, that we can break the chain of sterile and negative ideas by the 
WILL to WIN. 


The buoyancy of spirit that comes from constructive thought will inspire 
us to brush aside the trivialities of so-called “facts and figures” and per- 
mit common sense and imagination to direct our steps and guide our 
activities. 


This is no mere idealistic chatter. History is replete with concrete examples 
of accomplishments that have renewed the faith of men and encouraged 
them to fight against overwhelming obstacles. In the past few months we 
saw victory snatched from defeat by Mr. Truman’s indomitable fighting 
spirit in the face of the greatest odds. Strategic victories in the last war 
were won by the same kind of fighting spirit in the face of what seemed 
impossible situations. 


No man or group of men can down this invincible spirit. What one man 
can do, we can do collectively if we recognize that nothing is impossible, 
By working together objectively — not selfishly — we can not only make 
over the world, but we can help to create a better world for ourselves and 
for others, and materialize the goals for a fuller life, which men have 
longed for so greatly. We would like to work beside you in this cause. 


To you, our friends and subscribers, with ali our hearts we wish you health, 


happiness and success in the year ahead. 
Bar ee 
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MAGAZINE OF WALL STREET 














= : PGE Oe ik Ge ew 
BIASES ESOSOSOSO SOS OSE SE SOSOFOFASESESOASOFOASASA SOFA FOO FOFOFO 


- ne Sent een 


DECEMBER 18, 1948 26 


we 





President Truman’s surprise election was the 
year’s outstanding event at home. Here the 
President is shown accepting a statuette of 
Will Rogers. 


Photos by Int. News & Hide |i ord 


The gruesome scene below portrays the depths into 
which China has been thrown by the long standing civil 
war now rapidly culminating in defeat of the National- 
ist Regime. 





Foreign Ministers Marshall, Bevin and Schuman 
(left below), in a huddle over a Russian veto at 
the United Nations Security Council, are the 
Western World’s leading generals in the cold 
war that has colored much of the foreign events 
during 1948. 


Success of Berlin Airlift (below center), most 
dramatic move in East-West struggle, has Russia 
stymied. 


Birth of Israeli nation, and the war in Palestine 
(below right), produced difficult problems in the 
strategic Middle East, putting the United Nations 
to severe test. 
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The Trend of Events 


BUSINESS PROFITS . . . The probe into “unprece- 
dented business profits” recently started by the sub- 
committee on profits of the Joint Congressional 
Committee on the Economic Report, is bringing out 
interesting testimony and deserves widespread pub- 
lic attention, particularly on the part of investors 
who should know that theirs is a real stake in the 
outcome and the subsequent conclusions submitted to 
Congress and the Administration. 

It is reassuring to see a measvre of realistic 
thinking enter these hearings and discussions, and 
to learn that a confidential study of the Joint Com- 
mittee admits that business profits are not as fat as 
they look, that this year’s profit records are far less 
conspicuous than they at first appear. In what al- 
most looks like a defense of business profits, one of 
the committee’s staff economists has stated that cor- 
porate profits must be judged not by their size but 
by what they will buy. 

This of course is sound thinking and the subcom- 
mittee (Flanders committee) will do well to consider 
this seriously. While the committee is still Repub- 
lican dominated, its findings will doubtless influence 
action of the Democratic congress next session on 
taxes and anti-inflation measures. As we know, Ad- 
ministration thinking has always emphasized “high 
profits’ as the cause of high prices and inflation. 
Thus Congress might as well be fully informed on 
what the profit picture really is. 

It is easy to see how reported profits are exag- 
gerated in an inflationary era. Not only is their pur- 
chasing power far less than dollar figures indicate, 
but there is substantial overstatement even of dollar 
figures due to failure to eliminate inventory wind- 
falls and to charge off depreciation and depletion in 
amounts adequate to finance replacement of fixed 


assets. As Professor Sumner H. Slichter explained 
before the subcommittee, this made for overstate- 
ment of corporate profits by $16 billion for the past 
three years. Adjusted to these factors, corporate 
profits this year would be $14.8 billion instead of 
the $19.8 billion estimated. 

Even the smaller sum is interpreted erroneously, 
because many—and particularly labor spokesmen— 
compare it with prewar profits (made in prewar 
dollars) as evidence that profits are too high, though 
they would never countenanec the same sort of com- 
parison when it comes to wages. In other words, the 
understanding of real profits lags far behind the “real 
wage” concept. It is in the investor’s interest that this 
lag be overcome. Thus he must welcome anything the 
Flanders Committee can do in contributing to proper 
understanding of real profits lags far behind the “real 
business profits. 

As it is, the Committee’s probe may turn out to 
find itself more concerned with the past than the 
present or the future, because as sellers’ markets 
pass into history, buyers’ markets are beginning to 
cut profits down to competitive size. Even labor, now 
poised for the ““Fourth Round,” will understand this. 
Fourth round wage boosts and ever increasing work 
security features with retirement and welfare fund 
burdens will be increasingly difficult to absorb un- 
der changing profits prospects. 

In all this, the forgotten man of course is the com- 
mon stockholder who provides the risk capital. He, 
too, suffers from the high cost of living, but his 
share of corporate profits has remained relatively 
meager, particularly in terms of “real dollars.” In 
the formulation of tax laws, of monetary and credit 
policies, and in public thinking about profits and 
dividends, he deserves more consideration. 
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THE OLIVE BRANCH... The fact that President Tru- 
man himself, as well as through Secretary of Com- 
merce Charles Sawyer at the annual convention of 
the National Association of Manufacturers, has is- 
sued reassuring statements to business regarding 
the Administration’s future policies cannot but be 
viewed as significant. This action, though business 
keeps its fingers crossed about what the President’s 
program will reveal next January, has at least 
halted the wave of pessimism that featured post- 
election thinking. Mr. Sawyer’s remarks particu- 
larly must be viewed as definitely conciliatory, in- 
dicative of a fundamental desire for better team- 
work between Government and industry. Any move 
in this direction must be encouraged. 


It is safe to assume, that the Administration’s 
action was in part at least governed by concern over 
spreading nervousness and pessimism, but probably 
also by realization that inflation is not the only 
problem in the planning of the new economic pro- 
gram. Mr. Sawyer’s remarks pointed in this direc- 
tion; they make it obvious that deflationary trends 
increasingly in evidence are prominently in the 
minds of Administration planners. While inflation 
remained his main theme, the Secretary of Com- 
merce added that any move to stop the inflationary 
spiral should be made carefully and wisely “because 
we do not wish to cause a depression by going back 
down the spiral too precipitately.” 

As it is, inflation may turn out to be the lesser 
problem since there is every indication that a turn 
is at hand. If so, Administration policies are bound 
to vary a great deal from what has been so widely 
feared immediately after the elections. 


THE BUDGET AND TAXES... Recent Washington re- 
ports that this year’s Federal budget may produce a 
surplus as high as $3 billion, provided the President 
does not depart substantially from his earlier $42.2 
billion estimate of expenditures, has brought wel- 
come surprise to many uneasy taxpayers. The fore- 
cast is based on expectation that over $45 billion in 
Federal receipts will be collected by the Treasury in 
the current fiscal period, if the present trend of 
national income is not radically reversed in the next 
six months. How big an IF the latter may turn out 
to be, no one can say at this time, but prospects are 
that even should we head into a moderate let-down 
of business some time next year, it won’t be until 
the second half. 

A $3 billion surplus in fiscal 1949 would just 
about cover the so far anticipated extra outlays for 
rearmament in fiscal 1950, thus remove the need for 
higher taxes on that score. But there is every indi- 
cation that policy thinking in Washington runs 
along different lines. The Administration will still 
want to raise added revenues to continue some meas- 
ure of debt retirement, and it will need additional 
revenues to finance new spending arising from ful- 
fillment of campaign promises. Hence even should a 
$3 billion surplus materialize, higher taxes—on bus- 
iness mainly—still loom ahead. It is preferable, by 
all odds, to debt financing. But even more preferable 
would be a paring of Federal expenditures that 
would obviate both deficit financing and higher 
taxes. Much could be done in that direction. 


If the budget is to be balanced by taxing enough 


to cover unchecked or uncontrollable spending, it 
could so unbalance the economy that even higher 
taxes may produce less revenues. What then? It 
would be a straight and sure road to deficit financ- 
ing. The urgent need for Government economy re- 
mains even in the face of a prospective 1949 surplus. 
And the need for economic health requires a con- 
structive approach to any future tax program. 

Reports have it that the Administration has be- 

gun to shy away from an excess profits tax. Should 
this prove true, we welcome the recognition of the 
insidiousness of such a tax in peace time. We hope 
it will be shelved because such an impost, even if it 
were relatively mild, would be motivated by politics 
rather than economics, and because at any rate it 
would be very poor economics. It would accelerate 
the downtrend in capital investments, thereby scal- 
ing down production, employment and taxable prof- 
its in most basic industries. The rest would not be 
difficult to imagine. 
FOURTH ROUND TIMING .. . Scattered negotiations 
for fourth round wage increases have been proceed- 
ing for some time in various industries but the pros- 
pect is that the big tussle will not come until mid- 
year, thus the final fourth round “pattern” is not 
likely to evolve until then. And by mid-year, of 
course, a good many things may have changed, with 
an important bearing on negotiations in major in- 
dustries. 

As it is, the steel workers’ contract does not ex- 
pire until July, thus steel workers won’t be able 
until then to strike to enforce their demands, should 
it come to a show-down. In the automobile industry, 
General Motors escapes bargaining this year though 
it is subject to automatic boosts, either under the 
technical improvement clause or in line with the 
trend of living costs, in accordance with provisions 
in its two-year contract. Chrysler’s contract can be 
reopened after June on wages only, but Ford may be 
a major target since the Ford contract expires next 
June. The electrical workers can begin bargaining 
in May but the general slowdown in appliance fields 
may make it difficult to press demands. The bitumi- 
nous coal contract expires June 30 though it can be 
reopened before on 60 days’ notice. But whatever 
the outcome, it cannot possibly determine the gen- 
ral fourth round pattern. 

Another point is that Congress may not get 
around to act on the Taft-Hartley law until late 
spring or early summer. The question arises whether 
the major unions will venture upon nationwide 
strikes at the very time when labor legislation is up 
for consideration. Additionally, in the months ahead, 
we may witness considerably greater deflationary 
indications in the economy and probably further de- 
clines in the cost of living which may render it diffi- 
cult for the unions to press uneconomic or exorbi- 
tant demands. As it now seems, time and circum- 
stances may help whittle down fourth round de- 
mands considerably. 

Thus labor unrest in the coming months is likely to 
manifest itself mainly on the political level in Con- 
gress and state legislatures. This does not mean that 
the economic goals will be aside, for as wage contracts 
end, the unions will press for improvements. But it so 
happens that the dramatic labor situations—are not 
likely to arise soon, 
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BY ROBERT GUISE 


OUR WORTH IN GOLD! 


4 
W e have been hearing a great deal lately from 
inspired sources that we should not only raise our 
gold price to as high as $100 an ounce but distribute 
our gold to all and sundry by return to free and un- 
restricted convertibility of our currency into gold. 

Schemes along such lines are many and varied and 
are taken seriously, or pushed, only by laymen or such 
individuals and inter- 
ests who hope to 
profit therefrom, at 
our expense. The 
same is true of na- 
tions. The argument 
for a further increase 
in the gold price is ex- 
tremely logical from 
the point of view of 
the mining interests. 
In black and grey 
markets throughout 
the world, gold is val- 
ued substantially 
above the statutory 
price of $35 an ounce 
fixed by the U. S., and 
gold producers as well 
as gold hoarders and 
speculators would 
naturally like to bene- 
fit from such premi- 
ums. The two greatest 
gold producing coun- 
tries in the world to- 
day are Russia and 
the British Empire — 
through South Africa 
and Canada. Were we 
to raise our gold 
price, their benefit 
would be enormous. 

A price of $100 an 
ounce for gold would 
virtually treble their buying power in the United 
States, and in the end virtually bankrupt us. Gold 
would flow into this country in a torrent, and goods 
would flow out in return. The result would be highly 
inflationary. While we would be paying more dollars 
to foreigners for gold, it would give them more dol- 
lars to bid for our goods. Not only would this force 
domestic prices still higher but the gold inflow, add- 
ing to bank reserves, would broaden our credit base 
with further inflationary implications. The value of 
our dollar would go down fast. 

Some of the agitation “to do something about gold” 
is based on the thoroughly mistaken idea that our 
gold reserves are virtually sterilized and useless. 
DECEMBER 
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Loring in the Evening Bulletin 


Nothing could be further from the truth. Far from 
doing nothing, our gold at Fort Knox is doing plenty. 
It acts as a foundation for the world’s strongest cur- 
rency, thus is being used as the standard of value for 
the monetary systems of the world. In other words, 
by maintaining confidence in the dollar, our gold 
serves as a world value standard. The dollar is 
supreme today not 
only because of our 
productive capacity 
but because of the 
billions of gold that 
lie at Fort Knox as a 
base for our cur- 
rency. 

The present gold 
inflow is already a 
major headache to 
monetary authorities ; 
more gold is some- 
thing they definitely 
do not want at this 
time. Yet any raising 
of the gold price 
would tend to choke 
us with gold and 
drain us of our valu- 
able resources. For- 
tunately there is little 
chance that the Gov- 
ernment will serious- 
ly consider any such 
plan. 

At the other end of 
the gold scale are the 
sound money advo- 
cates who urge resto- 
ration of convertibili- 
ty of paper money 
into gold coins “as a 
necessity for eco- 
nomic freedom.” They 
see in a return of gold coins to free circulation an 
automatic check on mismanagement, and continued 
stability. Actually such aims belong to a past era. 
And a good many convertibility advocates have in 
mind entirely different and highly selfish objectives, 
including prominently an easy way of “fleeing” from 
the dollar, or a means of making tremendous profits 
in black markets. Among other things, the effect of 
redeeming paper money in gold would be to let a lot 
of persons who have been hoarding currency, ex- 
change it for gold which they would sell abroad at 
great profit on which they would escape income taxes. 

Worse, however, introducing free convertibility 
now — especially if coupled with a higher gold price 
that would further debase (Please turn to page 310) 
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Has Market Seen Bottom? 


Aided by normal seasonal influences, the rally of the last fortnight probably can 
go moderately further, despite uncertainty about the Administration’s program and 
some signs of easing in the inflationary boom. We think it remains a market of 
limited swings either way, and hence would not reach for stocks on strength. 


By A. T. MILLER 


4: is monotonous to keep emphasizing in these 
discussions that there is no recognizable major trend 
in stock prices — that it is a trading-range market 
with which investors and traders must contend, 
rather than a bear market or a bull market in the 
usual meaning of these terms. But, monotonous or 
not, it is the most pertinent fact about the market. 
If it is forgotten, the income-investor who has sub- 
stantial holdings of sound common stocks will be 
needlessly worried by market downswings such as 
that of the recent past, and those who aim at capital 
appreciation will be disappointed. For more than two 
years the worthwhile profits have been made only 
by those psychologically able to buy when most others 
were scared, and equipped to select issues or groups 
capable of out-gaining the market in the periods of 
reviving optimism. On all of the available evidence, 
it is still that kind of market. 


Dow-Jones industrial average has been about 30 
points, but that is measuring from the low of May, 
1947, (which approximately duplicated the October, 
1946 low) to the high of June, 1948. No single price 
swing amounted to that much, although there were 
two rises of 26 and-28 points, respectively ; the first 
starting from the 163 level, the second from the 165 
level last March. Some swings, both ways, have been 
smaller than these; and there have been phases for 
weeks on end when the fluctuation was limited to 10 
or 15 points, with hopes and fears fairly closely bal- 
anced and neither particularly strong. We seem to be 
in this kind of period now. 


The Recent Performance 


In our analysis a fortnight ago, based on the per- 
formance through November 29, we took the view 





During this long period the maximum range in the that the market, with the industrial average then at 
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approximately 172, had reached an 
area more favorable for selective buy- 
ing than for selling, and that more than 
modest further decline was unlikely. 
Actually, the closing low of the post- 
election reaction was recorded Novem- 
ber 30 at 171.20. Barring surprising 
shock in the news, this low should hold 
for at least some time to come. From it 
the industrial average has already ral- 
lied over 6 points, which makes up 
about a third of the entire November 
decline and puts the average at almost 
exactly the half-way point in the two- 
year trading range. 

Most of the recovery to date occurred 
in the final four trading sessions of the 
week ended December 4, but further 
encouraging strength began to develop 
late last week and continued up to our 
press time. Thus, tax selling in the first 
fortnight or so of December has been 
well-absorbed, and tax-sellers are more 
inclined to do switch-buying than they 
were in November. The rail average 
has rallied less than industrials, in 
terms of percentage of November de- 
cline made up; and the utility section 
remains notably sluggish. The boomlet 
in television stocks is an encouraging 
reminder that speculative instincts can 
still be stirred, regardless of the gen- 
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In terms of our broad 





weekly price indexes, chart- 
ed herewith, the recent per- 
formance is, of course, a 





quite restricted one. How- 
ever, as compared with a 
fortnight ago, it has mod- 





erately improved the bal- 
ance between the demand 
for stocks and the supply 
for sale, as shown by our 
Market Support Chart. The 
gap between the two, as of 

















December 10, has widened 
to 18 points with Demand 
remaining the dominating 
line. 

On the basis of current 
technical indications, and 
taking year-end seasonal 
tendencies into account, we 
believe it is probable that 
further near-term improve- 
ment in average stock prices 
will be seen. On the other 
hand, we would not count 
on this move reaching the 
pre-election high of about 
190 in the industrial aver- 
age in this period of uncer- 
tainty about the details of 
the Truman program, and 
especially about the tax 
recommendations. If this is 
correct, the potentiality for 
the rest of the December (or 
December - January) up- 
swing is rather moderate. 
In short, the market level is 
materially less opportune 
for buying purposes than it 
was a fortnight ago. 

Looking beyond this rally, medium-term prospects 
may depend in some degree upon the character of the 
Administration program to be detailed in January. 
Since investors and business men have not been too 
hopeful about it, they could more readily be favor- 
ably surprised than otherwise. However, our own 
expectation is that the program will be a reasonably 
conservative one, as it should be in view of the fact 
that inflationary pressures have definitely relaxed 
and that a variety of signs point to easing tendencies 
in some sections of the economy, as brought out in a 
special article on following pages of this issue. We 
therefore begin to question whether what Mr. Tru- 
man has to say will of itself be a decisive market fac- 
tor; and after his messages to Congress are out of 
the way, the chances are that political factors will 
recede in investment influence and that the main 
market preoccupation will be, as it normally is, with 
prospects for business, earnings and dividends. 
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maturely predicted — is not compatible with a strong 
market rise. On the other hand, we are unable to see 
a basis for more than a modest shake-down in either 
commodity prices or business activity in 1949; and 
the market probably is well prepared for it — well 
prepared because investors have been generally 
cautious, and on the look-out for trouble, from the 
very inception of the post-war boom. It would be diffi- 
cult to demonstrate that there is any inflation in the 
market. Taken as a whole, it now stands roughly 20% 
above the average level of 1935-1939. Any way you 
figure it, a strikingly conservative allowance has been 
made for the great gain in earnings, dividends and 
assets, as compared with prewar. We believe it is as 
nearly certain as anything can be that long-term 
average business activity, earnings and dividends will 
be at levels much higher than 20% above the average 
of 1935-1939. 

Stocks are modestly priced for a variety of reasons, 
including distrust of the inflationary boom, the cold 
war — which is something new in American experi- 
ence — and taxes (income and estate) which make 
most rich investors persistent sellers on balance. The 
result is a buyers’ market in common stocks. Divi- 
dends have never before (Please turn to page 312) 
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—IS IT REALLY AT HAND? 


By E. A. KRAUSS 


*} he question of whether we have reached a 
turning point in the inflationary spiral is no longer 
an academic one. There is too much evidence of pro- 
gressive “disinflation,” too many signs that infla- 
tionary forces are weakening in many directions. 
Potentially at least, these are forces that may well 
interrupt, for good, the game of leapfrog that’s 
been played with wages, costs and prices, the infla- 
tionary spiral that even now forms the basis of a 
legislative program reportedly brimful with anti- 
inflation proposals. 

Will it be necessary? Or rather, if such a pro- 
gram is enacted, will there be need for its imple- 
mentation? In short, is inflation to continue or has 
it been halted? 

Even official sources, ever cautious in their evalu- 
ation of such trends, find deflationary forces grow- 
ing, as did the Federal Reserve Board in its recent 
survey of third quarter business conditions. So 
does Dr. Edwin Nourse, chairman of the Council of 
Economic Advisers and closest cooperator in the 
formulation of the Administration’s anti-inflation 
program. He has publicly stated that the price 
structure is “flattening out,’ though at the same 
time arguing that the inflation battle is not yet won. 
He notes that consumers are less avid for goods— 
an indication of a deflationary trend—but foresees 
the possibility of a resurgence of inflation, should 
Government outlays expand inordinately. 

These official admissions of deflationary trends 
are rather conservative; many business views are 
more outspoken. But even the Federal Reserve 
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Board, while warning against 
the conclusion that prices will 
not bound upward again, is 
aware of a great many signs 
of lessening inflation. The 
Board notes that businessmen 
are building up their inven- 
tories more slowly and cau- 
tiously; that the increase in 
new private construction has 
been relatively more moderate 
since the fourth quarter of 
1947, and that there has been 
a distinct downtrend in the 
number of new housing starts, 
suggesting resistance to high 
building costs; that consumer 
price resistance generally is 
mounting, with a _ greater 
tendency to save against a 
rainy day. 

There are many more de- 
flationary indications, evid- 
ences that inflationary pres- 
sures are on the wane. Prices 
in many lines are beginning to 
slide; living costs experienced 
their first decline since last March; whole- 
> sale prices have been in a downtrend since late 

summer, with particular emphasis on textiles, 
hides, leather, rubber. Farm products and food 
costs have led the parade, ever since the farm price 
break in Spring. And importantly, too, there have 
been widespread “invisible” price declines in grey 
markets for materials, formerly in scant supply. 
Sustained price strength is limited mainly to metals 
still scarce. For a graphic picture of the trend of 
prices, the reader is referred to the charts and 
tables in the Business Analyst section of this publi- 
cation. 

Then there is the contra-seasonal lag in retail 
trade discussed elsewhere in this issue; the down- 
trend in business loans by banks, particularly in the 
New York district, suggesting that the seasonal 
uptrend in borrowing ended prematurely, a month 
or so earlier than last year and after a total rise 
of only one-half that of 1947. 


Decline in Money Supply 


Interestingly, also, the money supply this year 
shows the first decline since 1937, a drop of about 
$3 billion for the year on basis of latest estimates. 
By contrast, an increase of over $3.5 billion occurred 
in 1947 and very much larger successive increases 
were reported in preceding years. This contraction 
means the monetary factor is no longer putting in- 
flationary pressure upon the economy; if this con- 
tinues, it will be a definitely deflationary influence. 

In short, inflation is showing many cracks, and 
while the overall economic picture is encouraging, 
many more deflationary signposts dot the economic 
highway today than were discernable only a few 
months ago. Price weakness and easing supply- 
demand conditions have begun to affect even certain 
lines of hard goods, all indications that we are 
drawing towards a period of disinflation, and con- 
siderable progress has been made towards a better 
balance within the price structure though many 
maladjustments continue to exist. 

Ordinarily such trends would be heralded as 
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mdicators' of recession, but these are not ordinary 
times; the Government’s role is too big to make 
them so. This role provides the strongest inflation- 
ary pressures still in evidence. They center on Gov- 
ernment spending for defense and foreign aid; on 
farm price supports which prevent a more drastic 
readjustment of farm and food prices; on the Gov- 
ernment’s easy money policy; on mounting outlays 
for public works and other spending in fulfillment 
of campaign promises. Then there is the prospect 
of fourth round wage boosts, and the likelihood of 
continued heavy industry spending for plant expan- 
sion. Prospective higher taxes, while deflationary, 
will be more than offset by Government spending. 
In short, it is the Government’s role primarily that 
could keep inflation going despite current deflation- 
ary trends, particularly if arms expenditures are 
further stepped up. Much if not all depends on the 
size of the latter. 


‘Fourth Round’’ Implications 


So far the danger of inflation has been greatest 
in the durable goods sector of the economy, but Gov- 
ernment spending at presently foreseen levels ac- 
counts for less than 10% of the aggregate demand 
for durable goods. And with private demand on the 
wane, there is no assurance that Government spend- 
ing can do more than offset the contraction in 
private spending. 

On the other hand, a fourth round of wage in- 
creases could, by putting new billions of purchasing 
power into wage earners’ pockets, revive inflation- 
ary pressure, but probabilities argue against it. 
First, with living costs tending downward, fourth 
round wage boosts may turn out to be relatively 
moderate. Even if not, the uneven distribution of 
this increment to public purchasing power will have 
conflicting consequences, particularly if wage hikes 
should lead to higher prices. 

For we must not forget that one of the great 
immediate brakes on inflation, and largely responsi- 
ble for many deflationary tendencies now in evid- 
ence, is the big fraction of the population, perhaps 
one-fifth or more, whose incomes have not kept pace 
with prices and whose purchasing power has been, 
perhaps permanently, emaciated by inflation. 

True, production has been expanding vigorously, 


tending progressively to minimize inflationary pres- 
sures in many directions. But prices have been ris- 
ing simultaneously, cutting into demand; and larger 
production plus lessened demand must spell lower 
rather than higher prices. Hence the many “soft 
spots” in the economy, particularly in industries 
traditionally sensitive to early sales lags and subject 
to wide swings once pipe lines are filled. But ex- 
panding production alone, except in very few fields, 
is not responsible for current “disinflation.” Wants 
remain large, big enough to absorb all that industry 
can produce. But buying power is contracting! 

Contraction is hardly noticeable among farmers 
or unionized labor; it is strongly noticeable among 
white collar workers and people with fixed incomes. 
The Michigan Survey Bureau for the Federal Re- 
serve Board presents this picture, and it is highly 
significant: 

During the past year, some three million families 
or spending units have exhausted their war savings 
bonds. One family in four has no liquid assets what- 
ever. At the same time, dissavings—that is expendi- 
tures beyond income—two years ago heavily con- 
centrated in the $3,000 to $5,000 income group, is 
now running sharply into the income groups up to 
$7,500. Naturally, in such cases, not only spending 
power but actual spending is substantially curtailed, 
a development that is bound to act as an increas- 
ingly serious drag on inflation. This drag is strong- 
ly exerting itself right now, and may gain in force. 


No Balanced Purchasing Power 


The point is that the additional doses of wages 
and profits which have swelled national income to 
record figures have not created balanced purchas- 
ing power; and consumers whose incomes do not 
keep pace with higher costs and prices are being 
priced out of the market. In recent months they 
have been dropping out wholesale, for just that 
reason. On their part it is not a buyers’ strike, as 
many would like to think. It is simply a price lock- 
out, and it is spreading. Fourth round wage boosts 
can do little to halt it; only lower prices can. If the 
spotty price declines that developed in recent months 
continue and spread, a healthier picture will be 
in sight. 


There can be no cut- (Please turn to page 308) 
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Corporate 





By RICHARD COLSTON 


A pprehension over possibly higher corporate 
taxes next year has undoubtedly contributed to the 
laggard behavior of the stock market since the 
election. Repeated assurances from Administration 
circles that action will conform with campaign 
promises to broaden Government activities, plus the 
prospect of heavy arms and foreign aid outlays, 
have naturally aroused fear that if any additional 
Treasury income must be provided, the lush earn- 
ings of corporations during the current boom will 
make them a likely target for the tax collectors. 

Speculation of this subject, however, can as yet be 
based only on the merest surmise, for until Presi- 
dent Truman clearly discloses his policies and plans 
in his forthcoming addresses to Congress, the real 
picture remains clouded. Meanwhile he has clamped 
down hard on all his aids and departments to pre- 
serve full secrecy over what he will propose to 
do. Aside from this, many political and economic 
changes could occur within the next month to influ- 
ence the nature of his proposals. Quite conceivably 
higher than expected Federal income taxes in the 
last quarter of 1948 may cause a downward revision 
of anticipated budget deficits in the current fiscal 
year, thus providing some cushion for next year’s 
needs, even to the extent of making any immediate 
tax boosts seem unnecessary. On the other hand, en- 
larged foreign aid or a stepped up Defense Program 
could easily more than absorb all available revenues, 
especially if any progress is to be made in reducing 
the national debt. How the solution of all these 
major problems will be coordinated and resolved, 
only definite developments in January can reveal. 

Hints from political sources suggest that any tax 
rises, if necessary, will be levied primarily on busi- 
ness. Since many leading bankers, economists and 
business executives predict that 1948 will establish 


~ oe 


Earnings 


an over-all earnings peak 
for industry and that profit 
margins in numerous areas 
will be narrower in 1949, 
any rise in corporate taxes 
would provide a valid base 
for anxiety over general 
dividend stability unless 
the individual status of any 
given concern is carefully 
examined. Higher taxes 
beyond doubt would lift the 
already high break-even 
points of many enterprises 
discouragingly. Some cur- 
rent liberal dividend pay- 
ers might be forced to 
adopt more conservative 
policies, although the am- 
ple coverage of net earn- 
ings over distributions in 
many other situations 
would create no such 
threat. 

Bearing in mind that 
the Washington planners 
are fully alive to economic 
hazards that might follow 
in the wake of higher cor- 
porate taxes, possibly 

bringing undesirable deflationary forces into 

play, along with unemployment and reduced 

rather than expanded Federal income, it 

appears unlikely that excess profits taxes 
will be restored. As a wartime measure, EPT proved 
effective in accomplishing all that its sponsors had 
hoped for, but under peacetime conditions it would 
become impractical and unwise under the basic con- 
cepts of Free Enterprise. Some of the labor leaders 
are loud in their demands that EPT must be applied 
again to siphon off part of the extraordinary profits 
now shown by numerous corporations, and super- 
ficially such a procedure might seem a rational way 
out of present dilemmas. 


Taxes — and Scarcity of Venture Capital 


A factor that is impellingly creating serious con- 
sideration, though, is the growing scarcity of ven- 
ture capital, normally the main source of industrial 
capital. In the face of an all-time record demand for 
new capital to modernize and enlarge the productive 
facilities of the nation, involving industrial outlays 
of over $18 billion in the current year, scarcely 
more than 4% has been accounted for by sales of 
equities. In other words had it not been for reten- 
tion of some $12 billion earnings and heavy borrow- 
ings, the vigor of the postwar boom would now have 
been dangerously lessened. With many investors at 
present holding aloof from the equity market be- 
cause of manifold uncertainties, an over-all limita- 
tion of corporate earnings by revival of EPT would 
further deepen an already serious dilemma. 

But granted that this surmise is overly pessimis- 
tic and the Government decides to impose only a 
moderate excess profits tax, with percentage rates 
held low to ease their impact, the difficulty of estab- 
lishing a fair base would be extreme and adminis- 
trative problems become acute. In both size, volume 
and prospects, industry today presents a different 
picture than at the outbreak of war or even at its 
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RETAILING 
I Ts Wk. on cshassnaatapbsveciatesiacessicteves 
Montgomery Ward ...... val 
Sears Roebuck 
Woolworth, F. W. .... 
May Dept. Stores .... 


Penney, J. C. ............ ee 
WFO i oscceccecccosessdestssisvcsessecsssvess 
STEEL 

Bethlehem Steel .................:0:0cee0eeee 8.00 
Uh sO eee . 11.50 
National Steel ....... 18.00 
Republic Steel ........ 7.25 
Jones & Laughlin ........... 11.00 
Youngstown Sheet & Tube...... 16.50 
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Net Per Share Div. 
at Present at 50% 
Tax Rate Tax Rate 1948 
AUTOS & EQUIPMENT 
Berg- Warnes ..,.00...scccrccsersscrcrcsersoesees $12.00 $9.60 $4.50 
MINE vcsicrssccasescacsscaresenscvedocaiseseqes 9.50 7.60 4.00 
PUIG PIG ovine ines sccoeccceccseseosensenseve 5.00 4.00 2.50E 
MUNIN MMNOED 5.500. 5c0.5.00srs0r-coseseencose 9.25 7.40 4.50 
a 6.40 1.75 
2.20 1.00 
9.63 4.00 
a 4.40 3.00 
Johns-Manville .... 3.75 3.00 2.00 
National Gypsum ..... 3.00 2.40 1.00 
Pittsburgh Plate Glass 4 3.25 2.60 1.75 
Same Bier COMMAS ........cccescccccserssccees 7.00 5.60 4.50 
Me WE wires cscsecccseesicsecenessscovees 5.25 4.20 1.00 
CHEMICALS 
Allied Chem. & Dye................0.::::08 15.00 12.00 9.00 
Hercules Powder ............:...cccrcsscsseceee 4.00 3.20 2.00E 
Union Carbide & Car. ...................6 3.50 2.80 1.67 
EE aire cv abgelats ss 4) stb dedinos cndspeseoeende 13.00 10.40 9.75 
Monsanto Chemical ........................5 3.50 2.80 2.00 
Texas Gulf Sulphur ......................... 7.00 5.60 5.00 
Commercial Solvents ......................+ 2.50 2.00 1.50 
Victor Chemical Works .................... 2.50 2.00 1.75 
DISTILLERS 
National Distillers ......................::008 3.50 2.80 2.00 
Schenley Industries ........................ 8.00 6.40 2.00 
Distillers Corp.—Seagram ; 6.00 4.80 .70 
Hiram Walker—G. & W. 9.00 7.20 2.00 
Publicker Industries ........................ 2.50 2.00 5% Stock 
DRUG COMPANIES 
Abbott Laboratories 5.50 4.40 2.40 
Sterling Drug ... 3.25 2.60 2.25 
Parke Davis . 2.00 1.60 1.40 
Bristol Myers : 3.00 2.40 1.60 
American Home Products ................ 2.40 1.92 1.45 
ELECTRICAL EQUIPMENT 
General Electric ............ 4.25 3.40 1.70 
Westinghouse Electric . 4.00 3.20 1.25 
Radio Corp. of Amer. . inte 1.50 1.20 30 
Geetber PPMMANET ....2000...00000.0ccccrescesese 5.00 4.00 2.00 
NG searcieveccss<oosvcsvocasecccasecsne 6.50 5.20 2.00a 
FOOD PRODUCTS 
Continental Baking 3.85 3.08 1.00 
Standard Brandis ................ 2.50 2.00 2.00 
General Foods .................... 4.50 3.60 2.00 
National Biscuit .... ins 3.00 2.40 2.00 
NT I ei ccncseccacesesssosacdysssi=sens 3.50 2.80 1.90 
MINING & METALS 
Anaconda Copper 6.15 4.93 3.50 
Kennecott Copper ant 9.00 7.20 4.50E 
Phelps Dodge ...........0c..c.cccccccreessroeee 10.00 8.00 5.00E 
International Nickel ....................... 3.00 2.40 2.00 
Anaconda Wire & Cable.................... 8.50 6.80 4.00 
Bridgeport Brass ...................:::cceeee 1.85 1.48 -15 
FARM EQUIPMENT 
NEE NTI co scscnseachssxvoacosaevscehvenees 5.00 4.00 1.60 
NI avecsicssesatsens . 9.00 7.20 2.00a 
INE oats can cocuceneussesocies 6.50 5.20 2.75 
International Harveste 3.75 3.00 1.70 
Oliver Corp. .......cccceeeseee 9.00 7.20 3.00 
OFFICE EQUIPMENT 
Burroughs ......... 2.90 2.32 75 
Int’l Bus. Mach. .. 11.50 9.20 4.00 
National Cash Register. 9.00 7.20 2.50 
Remington Rand ............. hose 3.42A 2.74A 1.00a 
ee errr rte 8.25 6.60 4.00E 
PAPER COMPANIES 
International Paper 12.00 9.60 5.00E 
BEGET POE 5.55 20.cccccees cceeeee 3.50 2.80 2.27 
Union Bag & Paper......... 9.00 7.20 4.00 
National Container ..... 2.50 2.00 1.20 
West Virginia P. & P. oe ssce |W a 9.00 4.00 
Ge GIS veccciseccsnccsciisssccissecces 8.00 6.40 4.50 
OIL COMPANIES 
Atlantic Refining ....... ee 8.80 2. 
Phillips Petroleum ....................6006 13.00 10.40 3 
Barnsdall Oil ............ dees 6.50 5.20 2 
Standard Oil of Callif........... 12.50 10.00 4 
Standard Oil of N. J........... 15.00 12.00 2. 
Socony-Vacuum ..... 4.50 3.60 1 
Texas Company 11.00 8.80 3. 
Skelly Oil .......... 35.00 28.00 5. 
Shell Union Oil .. 8.00 6.40 3 
RAIL EQUIPMENT 
Amer. Brake Shoe .... 4.00 3.20 2 
Amer. Car & Foundry 3.47A 2.77A 3 
TE 3.50 2.80 2 
New York Air Brake ane 6.50 5.20 3 
Westinghouse Air Brake.................... 4.75 3.80 3 
4, 
8. 
4. 
3. 
4. 
4. 
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1948 Estimated 
Net Per Share Div. 
at Present at 50% 
Tax Rate Tax Rate 1948 
TEXTILES 
American Woolen ............................ 17.00 13.60 8.00 
American Viscose ........... .. 14,00 11.20 4.50 
Celanese Corp. ........ 7.00 5.60 2.20 
Burlington Mills ... 7.00 5.60 2.00 
Cannon Mills ......... 8.00 6.40 5.25 
Industrial Rayon ...................0ccccccceee 8.00 6.40 3.00 
E—Estimated A—Actual earnings for 1948 fiscal year a—Plus stock 




















close. Hence to determine what would be a fair 
yardstick of normal earnings under present condi- 
tions would tax the imagination of our soundest 
thinkers. Any decisions reached would fundamen- 
tally have to be complex and at best could only result 
in unfairness to various industrial groups and their 
competing components. 

These same considerations would apply if excess 
profits taxes were based on returns on invested cap- 
ital rather than upon earnings, the alternative per- 
mitted in war years. Some industries characteristi- 
cally require far larger fixed asset investments than 
others, and in all cases true estimates of their value 
are difficult to ascertain. Concerns with heavy capi- 
talizations, even in the same industry, would experi- 
ence a measure of tax relief as against a competitor 
with a smaller structure, although managerial effi- 
ciency of the latter might have produced a larger 
earning capacity. Experience has shown that inequi- 
ties are unavoidable when EPT based on capital in- 
vestment is employed, for the practice merely puts 
a premium upon swollen book values and disregards 
the element of operating skill. 


Increase in Straight Corporate Tax Rate 


All said, the case against excess profits taxes is 
pretty conclusive, but no one at this time can fore- 
tell just what conclusions President Truman and his 
advisers will reach in the matter next month. If 
EPT should be eliminated as an additional revenue 
producer for the Government and corporate earn- 
ings still must be tapped more than at present, this 
would point to some rise in the current 38% straight 
corporate income tax rate. Such an alternative, and 
it is the greater likelihood, will be considered with 
considerable relief, for in general, dividends are 
likely to remain more stable than under EPT, per- 
haps very encouragingly so. Much will depend upon 
how much the Government will find it necessary to 
boost the rate and the varying impacts upon indi- 
vidual corporate situations. 

While, as we have pointed out, there is no basis 
yet for even guesswork as to how the 1950 Federal 
budget will shape up, there are pretty clear indica- 
tions that at worst the Government will not be look- 
ing around for much more than, say, $3 billion to $4 
billion in additional revenues. Leaving a possible in- 
crease in personal income taxes or excise levies out of 
the picture, such a sum would equal close to 10% on 
estimated total corporate pretax income in the cur- 
rent year. In other words, the straight tax rate would 
have to be lifted to a level of perhaps 48% or 50%, 
but it may well be less. 

On this assumption, it is interesting to apply this 
higher rate to the 1948 estimated earnings of se- 
lected concerns in various groups and compare the 
results with their dividends paid in the year. To as- 
sist our readers in such (Continued on page 303) 
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Concentration of Economic Power 
In Hands of Insurance Companies 


ee the end of 


1947, some 75 mil- 
lion of our citizens 
had accumulated an 
average of $690 sav- 
ings entrusted to 
life insurance com- 
panies, or a grand 
total of $51.7 bil- 
lion. The immensity 
of this sum becomes 
more evident when 
comparing it with 
aggregate demand 
deposits by individ- 
uals, corporations 
and partnerships of 
$49.8 billion in 
member banks of 
the Federal Reserve 
System on the same 
date. 

How the vast re- 
sources of the insur- 
ance companies are 
being utilized in the 
absence of Govern- 
ment controls has 
once more become a 
highly controversial 
subject among poli- 
ticians, bankers, 
economists and insurance executives. Time and again 
in past years, the increasing economic power of the 
insurance interests has been aired on the floor of 
Congress without concrete results. Since the threat 
of inflation has become a national worry, attention 
aagin is being focused on this matter, and the big 
loans and investments made by insurance companies 
are a prime target of planners of credit controls. The 
pros and cons of the subject deserve examination. 

Whether an individual deposits his money in a bank 
or pays insurance premiums, the immediate problem 
of the recipient institution is to find safe and profit- 
able employment of the funds with least delay. Loan- 
ing and investment programs of the banks are rigidly 
controlled by Federal and/or state authorities, but 
though the business of the insurance companies is 
countrywide, the supervision of their activities is left 
entirely to commissions backed by varying laws in 
each state. The great majority of life insurance com- 
panies, however, are mutualized and as they operate 
with legalized reserves and on strictly formulated 
basic principles, their soundness is beyond all ques- 
tion. This, however, is not the issue now flaring up. 
Rather the crux of the debate is whether the invest- 
ment of billions of dollars by the insurance companies 
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By FRANCIS C. FULLERTON 


in these inflationary times should not be subject to 
curbs, as with the banks. Furthermore, fears have 
been expressed in some quarters that, should depres- 
sion set in, many of the heavy corporate borrowers 
might have to be actually taken over by the life in- 
surance industry, or meanwhile be unduly subject to 
their influence, perhaps to the detriment of stock- 
holders. 

For decades past, the investment funds created by 
the payment of insurance premiums have contributed 
substantially to the development of the entire econ- 
omy. The importance of this factor has expanded 
correspondingly with the growth of the nation and 
the increasing accumulation of investable sums at the 
command of the insurance companies. The railroads, 
utilities and soundest industrial enterprises owe their 
long sustained progress in no small manner to in- 
creasingly large amounts of bonds and preferred 
stocks acquired for insurance portfolios. Besides 
which this same source has helped to finance the Gov- 
ernment on a major scale in both world wars. 

But where total assets of the life insurance com- 
panies were only $7.9 billion in 1921, for example, 
they are now more than six times as large, as we have 
pointed out, and growing steadily at a rate of more 
than $3.5 billion a year. Five giant companies pre- 
dominate in this field, and the task and responsibility 
of handling their huge investments is tremendous. 
Under changing conditions, as at present, their in- 
vestment policies require adjustment in diversifying 
risks and in holding over-all income from securities 
to an adequate level. To shift the proportions of a 
multi-billion fund invested in Governments, indus- 
trial, utility and railroad securities, not to mention 
mortgages and real estate, is a laborious and ticklish 
undertaking full of far-reaching implications of a 
financial and economic nature. 


Decline in Investment Return 


To show how some of these problems have been 
worked out in the current year, figures presented by 
the Institute of Life Insurance furnish some inter- 
esting information. Ever since 1939, the rate of in- 
terest earned by the average life insurance com- 
pany from its investments has steadily declined, 
starting with 3.54% in the earlier year and dropping 
to a low of 2.88% in 1947. Expressed in another way, 
income from these sources last year represented only 
18.7 cents on the dollar of total life insurance reve- 
nues, including premiums, a far lower proportion 
than formerly. This circumstance is easily explained 
by the consistent policies of the Government to hold 
interest rates down both during and after the war, 
for fully two-third of all invested assets of the life 
insurance companies were in the form of Govern- 
ments or high grade corporate bonds. While one of 
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ae conten a yg ath Changes in Investment Holdings of Life Insurance Companies 
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‘cially if maintenance of invest- 1948 = 1947 1948 1947 Sept.30 Sept. 30 
‘ment income could be achieved ($ Millions) 1948 1947 
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Huge Capital Demand Public Utility Bonds (U. S.) 156 «181 1,286 —‘1,340 7,932 6,283 
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The great upsurge in postwar |] Stocks (U. S.J... 5 34 162 257 1,452 1,359 
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larly, provided a major oppor- Total Securities and Mortgages.. $821 $709 $7,726 $6,064 $49,165 $45,625 
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investment income to somewhat Policy Loans 33 29 302 249 2,023 1,908 | 
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strictions on the size of their 

commitments and in not being subject to reserve re- 
quirements, and over investments bankers by elimi- 
nating the usual underwriting profits of this group 
through direct negotiations. In contrast to prewar 
procedures when they built up their portfolios 
through piecemeal purchases of securities from 
dealers or brokers, individual life insurance com- 
panies have made news this year by loaning as much 
as $150 million to a single corporation, or on a group 
basis undertaking financing deals as high as $250 
million at a clip. 

All told, during the first nine months of 1948, the 
life insurance companies purchased approximately 
$3.3 billion worth of industrial, railroad and utility 
securities, and after allowing for maturities and 
sales, net acquisitions of this type rose by about $2.79 
billion. This established total holdings of this form 
of securities at $18.5 billion as of September 30, 1948, 
doubling such holdings of $9.2 billion in 1940. During 
the current year, the heavy additions to life insurance 
portfolios averaged $44 per policy holder, as 


To finance themselves on the vast scale undertaken 
in the last few years under revised investment poli- 
cies, the life companies in 1947 for the first time since 
1930 began to reduce their holdings of United States 
Government securities, disposing of about $1.6 bil- 
lion on balance last year. Although purchases of Gov- 
ernments in 1947 totalled $1.47 billion, these were 
more than offset by maturities and replacements. 
Total holdings of Governments were $20 billion at the 
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end of last year, representing 38.7% of total assets. 
Sharp Drop in Holdings of ‘‘Governments”’ 


By September 30, 1948, however, life company 
ownership of Government bonds dropped to $17.6 
billion, a net decline of $2.9 billion since the begin- 
ning of the year. Here again a previous trend has 
been reversed. At the end of the third quarter when 
holdings of business and industrial securities totaled 
$18.5 billion, the latter (Please turn to page 305) 





his direct contribution to capital funds for 
the growth and welfare of the economy. 


LOANS & INVESTMENTS OF BANKS & INSURANCE CO.S 





In another manner, too, the life companies 
have extended their financial assistance to the 
industrial structure of the economy in the 
first nine months. Their acquisition of $130 
million worth of plant or store buildings from 
corporate users who in turn entered long term 
leases, released a corresponding amount of 
cash to provide much needed working capital 30 
for the industrial concerns. On September 30, 
total real estate holdings of this class 
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amounted to some $345 million, not including 20 
$300 million of the giant rental housing proj- 
ects constructed by the insurance companies 
mostly in postwar. For the first time since 
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1944, aggregate ownership of real estate 
topped $1 billion, including $63 million worth 
of farms and $78 million worth of other prop- 
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plus $300 million invested in company-used 
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SHAPING NEW FARM POLICY 


By E. K. T. 


FUTURE of this country’s agricultural economy is 
being shaped in meetings here preparatory to con- 
vocation of congress. Talks are centering upon what, 
for descriptive convenience, can be called the Aiken 





WASHINGTON SEES: 


As a spokesman for business, Eric Johnston has 
helped mould national policy on many important 
issues in the past but his latest proposition—that 
congress insure American private business invest- 
ments in Europe to the tune of one billion dollars— 


is headed for the Capitol Hill scrap pile. 


The Johnston plan would guarantee American 
interests against losses through government seizure, 
nationalization of industry and the like, in the 
rapidly-changing political attitudes of countries 
benefitting from the Marshall Plan. The idea of 
indemnity is not new, either in peacetime or in war- 
time; in fact the ECA appropriation bill sets up a 
fund to reimburse publications whose receipts 
abroad are substantially in the currencies of those 
countries. They can convert to American dollars 
under specified conditions. But there is a basic 
objection in the fact that a large degree of control 
over the political views of beneficiary countries is 
implicit in the notice served upon them that the 
United States will regard nationalization (common 
today in England, for instance) with a dim view 
here, and considered an economic offense of such 
gravity that this country will compensate private 
interests who suffer under it. 


And the new congress is not likely to look with 
favor on a proposal which invites investment risk 
abroad under a “you can't lose” insurance by the 
American taxpayer. 
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long-range farm price support program which sets 
up a flexible system of price supports in place of 
the present rigid 90 per cent of parity formula. 
There’s a row within agricultural circles. Many 
large farm organizations desire the flexibility the 
Vermont Senator envisions, but the cotton-growing 
states are firm for the existing system. Senator 
Aiken is gaining support in the fight against what 
he calls an “extremely dangerous practice.” 


WARNING to congress that a Labor Government 
will come as surely as it did in England, has been 
sounded by American Federation of Labor which 
describes the British switch as the consequence of 
Parliament attempting to punish unions for the 
general strike of 1926. It’s a challenge not only to 
the conservative wing but also to the liberals—both 
were supplanted by the labor party, says AFL. In 
addition to repeal of the Taft-Hartley law, the Fed- 
eration has admonished congress and the adminis- 
tration “the cure for abuses of freedom is more 
freedom.” The suggestion isn’t further explained. 


OVERLOOKED by many assayists of the new congress 
is the fact that it will be heavy with war veterans, 
mostly of the Second World War—men who ran as 
veterans and, in that association at least, must be 
regarded as “professional veterans.” That means 
legislative efforts running far beyond hospitaliza- 
tion, pensions and like benefits. There will be de- 
mands for veteran preference in employment, in tax 
exemptions, in allocation of housing and other ma- 
terials, many other lines. The issue raised may 
determine many decisions of economic as well as 
social importance. 


COTTON TEXTILE industry is watching with interest 
the return of Japan to the world market. Before the 
war, that nation dominated the trade — despite 
transportation costs and tariffs, the Nipponese 
could dump their goods in New York City at less 
cost than United States producers. The war and its 
aftermath has left the Japs with just enough equip- 
ment to make for home consumption, leaving little 
for export and what is being sent abroad is coming 
to these shores. However, both private and public 
analyses of the future of J apan’s export agree there 
is no serious threat to this country. 


THE MAGAZINE OF WALL STREET 








set 
tio 


rea 
est 
ref 
man 


Dep 
Exp 


men 
the 
end 
tio 








More realistic federal tax allowances to take 
care of the problem of rapidly mounting depreciation 
costs will be asked of the next congress and preliminary 
discussions lend encouragement to the belief that the 
idea will win approval. The American Institute of 
Accountants has prepared data which is said to be quite 
convincing. Involved would be a new type of annual 
report which would give more attention to the item of 
depreciation than has been allowed in the past. 



















































Arugument is being made by sponsors of the 
proposed Revenue Act changes that companies must be 


able to retain out of profits amounts sufficient to 
reproduce productive facilities at current prices. 
Otherwise, it's clear, they cannot stay in business. 
U. S. Steel has pointed to a possible solution in its 
setup which provides special replacement reserves in addition to regular deprecia- 
tion charges. 










































Organized labor will protest any changes in the law. The result of a more 
realistic weighing of replacement costs and providing for them, is to reduce the 
estimates of net profits. Unions continually claim records do not accurately 
reflect the profits of the corporations which-employ them. And they charge that 
many capital outlays already are being set off as replacements. 
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Improvement in the export-import overall situation is noted by Commerce 
Department officials in a rundown of data for the first nine months of this year. 
Exports were 19 per cent lower than in the same period of 1947, imports were 24 per 
cent higher. That translates into the fact that other nations are approaching a 
Solution of their dollar-shortage problem by greater marketing in the United States. 
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After allowances for interim price changes, it is estimated that the 
import volume -- as distinguished from value -- was about 21 per cent above the 
pre-war level. The Commerce Department has this analysis: 




















The gain is encouraging, but it is relatively small in view of the great 
industrial expansion since the pre-war years. This country is in a position to 
import a much larger volume than it did before the war "without significant domestic 
dislocation." That is good news for American industries which might have been 
jittery about increased imports, specifically whether they might make competitive 
inroads on the territory now held here. It's good news, too, for exporters who 
realize their business will suffer unless foreign countries can ship to the 
United States. 
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Department of Interior has a seven-year reclamation program which may 
Solve some of the major problems of the west. In any event, it will get more atten- 
tion next year than was possible in the past three years of political future 
uncertainty. It's a project which looks to the practical, rather than the decora- 
tive uses of the open territories. 
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Secretary J. A. Krug will submit the proposals for land and water develop- 
ment soon after the new congress convenes. He promises that his plan will double 
the area in western states supplied by water from reclamation facilities -- by the 
end of 1954 fiscal year. And, he adds, it would treble hydroelectric power produc- 
tion. Cost of the program would be about 4 billion dollars. Both farm and indus- 
trial sites would be opened up, bringing in the necessary housing, utility services 
and transportation aids. 





























Defense officials say the selective service draft cutback which begins 
next month and accelerates in February, is the beginning, not the end of military 
curtailments. The implication, of course, is cheering but the armed forces, sharing 
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the departmental urge for expansion, are unhappy. The Truman-imposed limit of 15 
billion dollars for next year, they insist, is at least 3 billion short of "safety." 





Congressmen returning from a flying tour of Europe have reported to their 
colleagues that there is a "definite easing" of the political tension, and of war 
talk, abroad. Germany, Austria, Trieste, Italy, Spain, and France were visited by a 
committee of seven -- a bipartisan group. On one of the major worries and political 
"trouble spots" in planning for Europe, namely, whether this country should send 
arms, @ sharp conflict of desires was reported in all the countries. 























Good news was the unanimous belief found in Germany that the air lift can 
take care of Berlin on its present scale of operations through the winter’ months. 
Military authorities are leaning more and more to the same view, although at first 
they were skeptical about the possible effects of bad weather. And even economy- 
minded republican Rep. Dewey Short of Missouri was won over. "The air lift and ERP 


provide only a temporary solution, but they're cheaper than fighting war," was the 
obviously accurate appraisal. 





























of Rep. Harold Knutson over the ways and means committee, will not flow from the 
office of Rep. Robert L. Doughton of North Carolina, who returns to head the com- 
mittee next month. Knutson made many, and often conflicting, promises of relief 
and amounts to be slashed from the tax bills, fell out with his colleagues on the 
subject, and annoyed senators who also have a part in the program. And in the end 
he didn't accomplish the goals set out for, in their full scope. 





























Doughton takes the position that Speculations about new tax legislation 
are unwise. He points out congress first must study and pass judgment on the Presi- 
dent's budget recommendations. Furthermore, revenue estimates for the next fiscal 
year can be little more than guesses at this time, says the octogenarian veteran of 
many tax bill fights. 





























The speech prepared by Commerce Secretary Charles Sawyer for presentation 
to the National Association of Manufacturers' meeting this month deserves close 
attention. It wasn't widely quoted from in the press because it was one of dozens 
that poured into the convention microphones. But Sawyer made it plain that business 
must voluntarily cut prices or face some stiff questioning when a congressional com- 
mittee opens up the topic of profits. And the speech was not only his personal 
views; it has been shown to, approved by, President Truman! 


























The U. S. Chamber of Commerce wants to know why the government's five- 








of another war has bogged down, and there seems to be no ready answer. The military 
agencies haven't satisfied the Chamber that the plan has been advanced fast enough 
and will request congress to put the question with the added force that only 

Capitol Hill can invoke. 























The program was put forth in mid-1946. Now, two years later, only 25%per 
cent of the purchases and acquisitions have been made. Materials now "on order" 
will make the percentage 40, by next June 30, when the fiscal year ends. Danger 
lies in the fact that many of the items must be imported from foreign countries, and 
if a military involvement has set in it may become difficult if not impossible 


to ship. 























There is one confidence-building fact in the stockpile situation (a 




















supply and cyntrol upon which the existence of the atomic bomb depends. It was just 
six years ago this month, at Stagg Field of the University of Chicago, that scien- 
tists brought the first uranium stockpile to the point where atomic energy was 
created, leading to the 1945 A-bomb explosion. Now there are 13 known atomic piles, 
and they're all in the United States, Great Britain, and Canada. 
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Our Dilemma: 





What CHINA 
Policy Now? 


By V. L. HOROTH 


el he rapid deterioration of the military and 
economic position of Nationalist-controlled China 
has confronted the Administration and the Ameri- 
can people with a dilemma for which there seems 
to be no satisfactory solution. What should be done 
about China? What choice is there? 

The crucial issue is not whether China should be 
written off as lost to the communists. The situation 
is not that desperate yet; more than half of the 
country is still free. Rather, the issue is how much 
more assistance should be given, and to whom, in 
the still free China. Should it continue to be given 
to the Chiang Kai-shek regime — also called the 
Kuomintang or Nationalist Regime — or should we 
support such capable local commanders as General 
Li Tsung-Jen or Fu Tso-yi, or to encourage some 
vigorous new anti-communist movement that may 
yet get a chance to emerge in the present highly 
fluid situation. 

The United States cannot afford to allow other 
countries, and Russia in particular, to intervene in 
Chinese affairs. Even if the communist type of gov- 
ernment were the best suited to the situation in 
China under the present circumstances, even if it 
were efficient and popular — which it is decidedly 
not — we would still have to be against it, and we 
would still have to use all possible means to forestall 
it. Even though China’s natural resources are 
largely undeveloped, and even though its popula- 
tion contributes proportionately very little to inter- 
national trade, the inclusion of the Chinese sub- 
continent in the Russian sphere of influence would 
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Nationalist troops have 






been forced into disastrous retreat. 


be a serious loss to the economy of the Western 
World. A communist China would impair our se- 
curity in the Far East, and the Chinese people 
would be prevented from deciding their own polit- 
ical fate for generations to come. 

Under the circumstances, no matter what decision 
the United States takes, it will be taking a chance. 
Further military and financial assistance to the dis- 
credited, corrupt Kuomintang Regime may not only 
be as useless as it was in the past, but may even 
antagonize those Chinese people who would other- 
wise be anti-communist. Neither is there any cer- 
tainty that an effective new leader or a new anti- 
communist movement will materialize. 

A failure in either case would only add fuel to 
the anti-American sentiment among the Chinese 
communists — make them less willing to compro- 
mise, and more determined to wipe out any hostile 
centers in the coastal areas and in southern China. 
Their determination to fan out into the rich and 
economically important areas to the South would 
be spurred. To stem such an advance would prob- 
ably necessitate an Asiatic Marshall Plan, and pos- 
sibly even military intervention. About the only safe 
prognostication that can be made in the present situ- 
ation in China and Southeastern Asia is that no 
matter what policy we decide upon, it will cost us 
money, materials, and perhaps even men — now or 
later. This is why the China policy presents such 
a difficult dilemma. 


No ‘‘Tragic Neglect’’ 


The events that have speeded up the deteriora- 
tion of the Chiang Kai-shek Regime are well known 
from the daily press. The nationalist generals — 
many of them purely political creatures — have 
been badly outmanoeuvered. Many of the coémmu- 
nists divisions are reported to be equipped with 
American arms captured from the Nationalists. A 
cynical quip is circulating in Shanghai that the 
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Summary of U. S. Government Aid to China 
Since July 1, 1940 
(In U. S. Dollars) 


Grants (gifts) (as of March 31, 1948) 





American Red Cross $ 6,451,000 
BIA scl csnscceveoorerens 363,043,000 
Post-UNRRA .............. 27,478,000 
Bs II fos c0 tos cova cras seh dbsnnapysdetrstiice srodpbindgensasebGabsons 500,000,000 
Lend-lease and Liquidating Com....................:::ccsseeesseereeee 1,57 1,200,000 
IIIS cs cin che apccinadeesneibcamnnaes dbeiuincniedisaicaxnuemenninees $2,468,172,000 
Loans 
Export-Import Bank: Authorized Loans 
NN CINE EMO 555 50. cans daasenscepecespeonnnpesbnesoessenee $ 20,000,000 
I II ones shane vaccesdenocoseosenctuctiesesseacesess 50,000,000 
Yungli Chemical Industries..........................0..:cccccceeeeee 16,000,000 
SR IER 5 72a Soba cub ancuisucananieasekevesesecavusbancueetonsy 33,000,000 
INI ssc sty novb puntos venpatvcosocnpeivereseceresserese sire 6,850,000 
Railway repair ................ Meebshacssunsbdtiaaruanersesitanasente 16,650,000 
I IID 5 0 53.550 sccbonsseonsivecassvunsceseopseessassanes 1,500,000 
NINN bo casing isxishuccsonkiavsnsaasonceetanentens 8,800,000 
I IID ocvisvccsicekscccsienicescenesecscanciaes $ 152,800,000 


Property Credits (authorized) 


State Department (Liquid. Commission)...................... $ 70,000,000 
nD INI 305. oC sckcnngis canesincasenscicceccansobassenesser 16,390,000 
I coca ren ss cos ssco ts ates i sakserhe seh sicevaneeores pensions 20,000,000 
U. S. Treasury (Liquid. Commission).......................... 51,750,000 

Total property credits (authorized)........................ $ 158,140,000 

Chinese Assistance Act (authorized) 

IND 58552550 a csesnann ccuestcuseucdunupdacsoebibediauoeitacnanenen $ 125,000,000 
III 5 55 6s 3 0 snsc toner sce cutsusaonesnerbboscascacnssseeaieabeks 275,000,000 

ROEM RO AIRE EMM LEAN $ 400,000,000 
RE MINIININ  cac.asuciur sshnebe ¢neakcv tan even ou Geqnkoanbesvarkteteanen reas $3,179,112,600 




















communists have captured more military equip- 
ment in the last few months than the Chiang Kai- 
shek armies are entitled to receive from this coun- 
try under the China aid program. Most of the 
nationalist troops which were trained by American 
officers during the Japanese war have been sacri- 
ficed, and unwisely too. What is left is largely raw 
soldiery, apathetic, and ready to return to the 
home farms on the slightest pretext. 

The situation behind the fronts is equally bad. 
The refusal of the ruling Kuomintang clique to 
carry out badly needed reforms and the corruption 
of the bureaucratic machine have lost for the Gen- 
eralissimo the support of the intellectuals and the 
professional classes. Most of these people, reduced 
to miserable living conditions by the runaway infla- 
tion, have come to regard the Generalissimo not as 
a figure to rally around, but as an obstacle to the 
emergence of a real anti-communist front in China. 
The failure of the recent financial reforms to halt 
inflation and to give the country a stable currency 
has made everybody — even businessmen — cynical 














China: Pre-War and Post-War Production 

1936 1947 
RNIN IND oo nao scons scaynnsadtesoestesvetvespeskbaseusoptsincs 1,446 36 | 
Steel (000 tons) ................... Feiss v escapes woanaackesoeapeanetass 714 44) 
LR ee 394 29 
NED Seip ke ked shes ay nie patvpewsastherenrcetheccsrhernaas eves n.a. 191 
INI ois skncccndecanadeassssvandsecsensibabueunuseuixiektars 710 726 
ER ID DINED is oes cic nensndcscevenessescisevebenceversonsyso> 394 384 
Cotton cloth (000,000 meters) .....................ccccececcseeeeees 942 769 
Electric power capacity (000,000 kw).....................2.. 3,000 1,300 
SR NID UNL IDE D 05s pcsshsspconbpaccetiedcasenscesisonvasaves sass 41.1 16.7 
NE RM IID 0 ores tho atusécnSccvanivenevcessovanccsiacesdoonseoss 186 53 
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and discouraged. The new currency, the gold yuan, 
has shown a tendency to depreciate even faster than 
the old currency it replaced. 

Our own presidential elections have likewise af- 
fected the situation. Nobody knows how extensive 
a Chinese assistance program was planned by Mr. 
Dewey, but the hope of more help had apparently 
kept the Kuomintang Old Guard from falling apart. 
The Republican accusation of ‘a tragic neglect of 
China” by the past Administrations was not quite 
justified. As will be seen from the accompanying 
table, the U. S. Government has spent or authorized 
to be spent in China well over $3 billion since 1940. 
As a matter of fact, the actual amount is probably 
much larger, since China has been charged only a 
fraction of the real cost for most of the military 
equipment turned over to her. During the current 
fiscal year she will receive $400 million, of which 
$125 million goes for military aid, and the balance 
for relief and reconstruction. There has been prac- 
tically no private investment in China. Inflation and 
the civil war have made it a poor risk. 


Problems of China Aid 


Unquestionably our aid would have been even 
larger had the Generalissimo been willing to accept 
it on our terms. Because of inadequate supervision, 
a considerable part of the funds and goods supplied 
have not been used for the purpose intended, having 
simply disappeared as the traditional ‘“‘squeeze’’, an 
old Chinese custom that it has been impossible to 
avoid. Rather than guilty of ‘‘a tragic neglect’, the 
United States has been guilty of a divided attitude 
on the Chiang Kai-shek Regime. Dr. John King Fair- 
bank points out in his thought-provoking book on 
the subject that on one hand “we wanted to press 
the Kuomintang leaders into democratic reforms 
which would diminsh their autocratic powers and 
facilitate internal peace; but at the same time we 
wanted to strengthen the Kuomintang controlled 
regime as a step toward political stability in East 
Asia. We became involved in continuing to build 
up the Kuomintang dictatorship materially at the 
same time that we tried to get it to tear itself 
down politically.”” We accomplished neither. 


All-out Aid: Pros and Cons 


What are the pros and cons of the first alterna- 
tive, all-out aid for the Nationalist Regime, reported 
to be advocated by the Pentagon and an important 
group of well-meaning people including former 
Ambassador Bullitt, Congressman Judd of Minne- 
sota — a former medical missionary, and D. Worth 
Clark, a former Democratic Senator from Idaho who 
just returned from a special mission in China? In 
their opinion, any attempt to rescue China from 
communism at this stage would require: (1) Imme- 
diate and extensive direct military aid that would 
have to be supervised by American officials to pre- 
vent any wastage; (2) Employment of American 
officers — down to company levels — to direct troop 
movements, as well as some technical troops (at least 
10,000) to keep communications going; (3) Finan- 
cial aid large enough to pay for the cost of the 
campaign (elimination of the budgetary deficit) ; 
and (4) A loan of gold and of several hundred mil- 
lion ounces of silver to stabilize the Chinese cur- 
rency — an operation which likewise would have to 





THE MAGAZINE OF WALL STREET 








be 
per 


ran 
an 

loal 
$40 
of t 
frie 
But 
clai 


tria 
and 
like 
Yai 
lea\ 
but 
Unc 
arn 
tire 
ing 


sucl 
call 
We: 
scal 
whi 
and 
dur 


stag 
cost 
trat 
on t 
mac 
and 
Mac 
succ 
port 


for 
cate 
to t 
fron 


terr 


suck 
coas 
of t 
itsel 
drai 
in S 
rege 
som 
Kuo 


econ 
mas 
evil 
coas 
was 
com: 


all 1 
hor« 
mur 
and 


DEC 





te Oe 


Pret .° © 


ar ordtsS VMS KF a Oo 


ore arsed 


e 
le 


3S 
1S 


re 


st 
id 
le 
lf 


in 


e- 
ld 
e- 
in 
yp 
st 
N- 
1e 


l- 
Yr- 
to 


hoe, 





be supervised by American officials and ex- 
perts. 

The cost of all-out aid would probably 
range from $700 to $1,000 million a year for 
an indefinite period. The gold and silver 
loans would probably involve an additional 
$400 to $600 million. Would a commitment 
of this magnitude help? The Generalissimo’s 
friends in Washington claim that it would. 
But other Chinese experts, real and self-pro- 
claimed, are of a different opinion. 

They say that Chiang’s loss of the indus- 
trial areas of Manchuria, of the coal mines 
and the wheat fields of North China, and the 
likely loss of “the rice bowl’ adjoining the 
Yangtse valley before any help arrives, 
leaves him with relatively minor resources — 
but with more than half of the population. 
Under the circumstances, the Nationalist 
armies would have to be equipped almost en- 
tirely and even fed (to prevent the plunder- 
ing of the reserve areas) from overseas. 

The question is, are we prepared to give China 
such extensive aid at a time when we are also 
called upon to hold the anti-communist front in 
Western Europe? Are we prepared to fight a full 
scale guerilla war with the Chinese communists, 
which would be far costlier than that in Greece, 
and one of the type that sapped Japan’s strength 
during the Second World War? 


Increased But Limited Aid 


Obviously all-out aid to Chiang Kai-shek at this 
stage of the civil war in China would not only be 
costly, but militarily extremely risky. The Adminis- 
tration and congressional leaders are not at all sold 
on the idea, particularly now when efforts are being 
made on all sides to keep down the size of the budget 
and to halt inflationary pressures. This is why 
Madam Chiang Kai-shek’s mission may not be too 
succesful, and why the State Department is re- 
ported to be inclined to follow a less risky course. 

The alternative would be the stepping up of aid 
for the Generalissimo so as to enable him to extri- 
cate the remainder of his armies and to move them 
to the relative safety of South China — separated 
from the Yangtse valley by difficult, mountainous 
territory — and to cling to some of the big ports, 
such as Shanghai and perhaps even Tientsin. This 
coastal fringe and South China, with only a fraction 
of the population of the whole country, would lend 
itself to economic rehabilitation without too heavy 
drain on our resources. Besides, we could encourage 
in South China and the maritime fringe a political 
regeneration which, it is hoped, would produce 
something more healthy and vigorous than the old 
Kuomintang. 

There is no doubt that if such a political and 
economic regeneration could be carried out, broad 
masses of the Chinese people would turn against the 
evil gospel of communism. South China and the 
coastal areas could then become what the Piedmont 
was once to Italy, as well as an effective barrier to 
communist penetration into Southeastern Asia. 

But what if worse comes to worst, and if despite 
all we are likely to do, China is lost to communist 
hordes? What then? In her external relations, com- 
munist China would unquestionably sink very low, 
and just become another satellite country following 
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Photo by Press Assoc. 
Madame Chiang Kai-shek’s mission for more U. S. aid 
may not be too successful. 


the Kremlin line. But this may not be true about 
her internal economic and political actions. The 
most able Chinese communist leader, Mao Tse-tung, 
is known to have ideas of his own as to what is 
needed in China. His program is said to call for a 
modified capitalism with state control over indus- 
tries and with individual peasant proprietorship of 
land. 

In the occupied areas, the communists have so 
far protected private property other than land, and 
allowed freedom of worship. However, there is no 
way of telling how long these relatively moderate 
policies will be pursued. Our help to Chiang may 
spur Mao to employ drastic retaliatory measures. 

In general, the rebuilding of the Chinese society 
—the tearing down of the traditional tribal and 
family system, and the modification of Confucion- 
ism — will keep the communists not only busy, but 
also weak, politically and economically. Some experts 
say that in rebuilding, China will need the assis- 
tance of other parties (Please turn to page 304) 











——————— a anens — 
China: Balance of International Payments, | 
1946 and 1947 
(In Millions of U.S. Dollars) 
1946 1947 | 
| Merchandise Trade as: 77 | 
Commercial imports—recorded $ 562 $ 451 
Government imports 187 150 
Smuggling and undervaluation 116 93 
Total imports ... 865 694 
Commercial exports ‘ 190 214 | 
Smuggling and undervaluation ‘ , 28 32 
| et oc: om : 
Total exports 218 246 
Trade Deficit: —647 —448 
| Other out-payments: 
| Debt service . ‘ ape — 25 — 45 
| Expend. in connection with relief — 26 — 26| 
| Total Out-Payments —698 —519 
| In-payments: 
| Overseas remittances, recorded and illicit ........... + 66 64 | 
| Foreign expenditure in China (net)..................... + 73 + 43 | 
Foreign loans ...... DERERT PEA RO Ree SPE te eatne anand ee ae - pa 
Unaccounted for (flight of capital?) ........................ +529 +347 | 
II ok ks cence vnnctencndenteuncechscssncloesticanee +698 519 | 
| 
Source: U.N. Economic Commission for Asia and the Far East: Economic | 
| Survey for 1947. | 
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By JOHN D. C. WELDON 


Hien incomes, shortages and sellers’ markets, 
easy credit and price inflation have given retailers 
seven years of delightful honeymooning, but that 
honeymoon is now just about over. Not only has mer- 
chandising again become highly competitive but price 
trends have become widely mixed, marking the end 
of the days of easy profits so characteristic of the 
more virulent phases of our postwar price inflation. 

Worst of all, sales recently have been disappoint- 
ing, lagging behind last year’s dollar volume at a 
time when seasonal expectations called for expan- 
sion, and this has retailers worried no end. It is also 
giving food for thought to those who watch general 
economic trends. Well they remember that time and 
again in our economic history, a contra-seasonal lag 


-in retail trade has been the first indication that a 


general business recession was not impending, but 
actually under way. Usually that signal came in the 
fall or early winter, and usually it meant that the 
preceding boom had topped out during the previous 
winter or spring. Recession, in fact, came virtually 
unnoticed at first, until faltering retail trade brought 
it home to all. 

Is something of the sort occurring now?—is a 
question that many ask themselves. For retail trade 
is faltering and in view of its barometric signifi- 
cance, such evidence is not taken lightly. Neither 
can it, at this stage, be taken as automatic confirma- 
tion of recession, for reasons outlined later. It may 
be a temporary lag occasioned by special reasons, 
or it may be the real thing. Up to now evidence is 
inconclusive but the trend of Christmas business 
will tell. 

What has retailers and business analysts chiefly 
worried is the consistently poor retail volume since 
October, when sales totaled $11.58 billion, 6% higher 
in dollar volume than in October 1947 but off from 
September after allowance of seasonal influences. It 


also meant that total retail sales were 
virtually unchanged for the fifth 
consecutive month. November figures 
promise to be even more disappoint- 
ing. 

Department store sales during Oc- 
tober registered less than the usual 
seasonal gain. In November they fell 
an average of about 7% behind last 
year, in terms of dollar volume; in 
terms of physical turnover, the lag 
was even greater. For four consecu- 
tive weeks, sales fell behind 1947, first 
by 8%, then by 9%, 6% and 5% re- 
spectively. This may not be enough to 
establish a trend, but such persistent 
declines have been rare indeed in re- 
cent years. 

The November showing looks even 
worse if considered that many de- 
partment stores had planned on sales 
increases ranging from 5% to 15% above a year 
ago. There are signs that sales are picking up from 
the November slump but they are still trailing be- 
hind last year’s Christmas buying. All of which 
points to the ‘possibility that peak dollar sales in 
postwar may have been reached in 1947. On a 
cumulative basis for the year-to-date, department 
store sales are about 6% above last year in terms 
of dollar volume, but probably below last year in 
terms of physical turnover of goods. 

Retail sales in the postwar have risen from one 
new high to another and naturally there comes the 
time when further new records can no longer be 
established. What gives pause is not so much the 
fact that sales have been declining, but that they 
did it at a time when a decline is seasonally least 
expected. 


Reasons for Lag 


The lag is blamed on a number of factors. First 
there was the weather, unseasonally cold in some 
sections of the country, and in others unseasonally 
warm. Doubtless the weather has been an important 
factor, but it cannot account for the fact that sales 
declines have been showing up all over the country. 
Another point is that recent sales comparisons had 
to contend with last year’s high figures when Christ- 
mas shopping had an earlier start. Gradually, it 
seems, buying habits are returning to prewar pat- 
terns, meaning that Christmas buying is not being 
done as early as in the years of shortages when 
desirable merchandise was hard to find. Convinced 
that it can get what it wants when it wants it, the 
public started shopping later this year, after rather 
than before Thanksgiving. This reasoning may have 
considerable validity, provided that sales henceforth 
pick up substantially. 
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But retailers, at this writing, are not as confident 
as they were a short while ago about the further 
trend. They are disturbed about how buyers are 
balking at high prices, another important factor in 
the sales decline picture. The cost of living is 
doubtless pinching many consumers, and there is no 
longer a cushion of war savings to help out. More- 
over, customers compare current prices with those 
of a year ago and the higher sales tags frequently 
come as a shock. Many had expected prices to be 
lower, certainly no higher. This explains why sales 
in bargain and basement stores compare more favor- 
ably with last year’s volume than do others. Also, 
the latest curb on instalment credit has helped slow 
down sales on many consumer durable goods, par- 
ticularly major appliances and other “big ticket 
items.” By comparison, sales of soft goods are being 
maintained better. 

There is no question that all these various factors 
contributed to the lag in retail trade, including per- 
haps also such intangibles as the psychological 
“shock” of the elections and the subsequent stock 
market decline. However, the undercurrent of weak- 
ening retail trade existed before the elections, as 
shown by important corollary evidence. 


Consumption Expenditures Levelling—Savings Up 


The gross national product during the third quar- 
ter of this year reached an annual rate of $256 bil- 
lion, a new high and an increase of nearly $6 billion 
over the second quarter. But personal consumption 
expenditures leveled off at an annual rate of $178.5 
billion, up only $2 billion. At the same time, per- 
sonal savings rose to an annual rate of $15.2 billion 
from $11.7 billion in the second quarter and $12 
billion in the first quarter. This seems to confirm a 
gradual transition to a more passive consumer be- 
havior, to a settling of consumer demand as urgent 
needs have been met and more selective and con- 
sidered buying followed. Probably aided and abetted 
by high living costs, this new tendency is most 
important. If confirmed by the further course of 
retail sales, it will mean that the retail trade peak 
actually has been passed. 

This tendency of course so far is not affecting all 
categories of consumer expenditures. Such con- 
sumer durables for which backlog demand still exists 
(such as autos) continue to be an exception with 
demand limited by supply rather than the level of 
disposable income. However the list of scarce dur- 
ables is contracting, and disposable income is again 
becoming an increasingly important factor in deter- 
mining the demand for goods of every type. 

The public’s buying habits are constantly shifting. 
Spending is influenced by the availability of goods, 
as it was in the war and early postwar years. Eco- 
nomic conditions also determine the manner and 
aggressiveness of public buying. 

In the more recent past, deviation from prewar 
trends of sales in relation to income was first the 
result of a shortage of durable goods, and later of 
the gradually growing abundance of durables. It was 
natural to find sales of soft goods slackening as con- 
sumers spent larger proportions of their income for 
more readily available hard goods. But latterly, the 
sale of hard goods, too, has been slipping, and this 
may be an important warning signal. It is a poten- 
tial sign of weakness that must be watched closely. 
On the other hand it is well to remember that the 
postwar boom has already overcome many defla- 
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tionary forces and periods and may do it again, 
particularly after the injection of further income 
via arms spending, fourth round wage boosts ete. 

One important factor in the present situation is 
the shrinking of “real” wage income, due to this 
year’s price rise. Consumers immediately after the 
war had much larger funds available for spending, 
in terms of real purchasing power, not only because 
of high wages and full employment but because of 
lower prices and also because they had huge war- 
time savings to draw upon. Additionally, relatively 
small expenditures for services like rent (now ris- 
ing) made a larger proportion of income available 
for other purposes. 

Meanwhile savings have contracted measurably 
until the most recent trend reversal; rents are eating 
more aggressively into the consumer dollar. Addition- 
ally there is the effect of preemption of income by 
past heavy instalment purchases of durables, notably 
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automobiles, houses, household equipment. All of 
which, plus high food costs, are bound to affect 


greatly spending propensity and spending ability in. 


other directions. 

However, a leveling of retail trade volume need 
not necessarily spell recession, certainly not so long 
as national income remains high; and not so long 
as there is the prospect of further income boosts 
as previously mentioned. Basically, as long as in- 
comes remain high, spending will remain high, but 
new and continuous retail sales peaks may well be 
a matter of the past. The new and intensified pres- 
sures that go with a return of buyers markets and 
competition, resultant greater price consciousness, 
the pinch of high living costs, and such psycholog- 
ical factors as fear of a recession argue against it. 
But while pointing to more normal consumer buying, 
it may merely mean greater stability in retail trade 
— a flattening out of trade volume at relatively high 
levels. If so, business as a whole probably has suf- 
ficient momentum to carry it over the present lag. 

The question remains how long and how far retail 
sales can decline and inventories mount (as they 
have done in the recent past) without something 
happening. And by the same token, how long indus- 
trial production can remain at present high levels 
while retail sales lag. Obviously any flattening out 
in retail volume would be quickly reflected by inven- 
tory policies which in turn would find expression in 
overall business activity. The latter in October, in 
terms of the Federal Board Index for Industrial 
Production, was up three points to 195% of the 
1935-39 average, duplicating the high point reached 
earlier in the year, but the rise was due mainly to 
a marked gain in durable goods output. A continued 
lag in retail sales of consumer durables could change 
the picture quickly despite offsetting strength in 
capital goods activity. 


Return to More Normal Spending Ratios 


What seems to be going on in the opinion of some 
observers is a return of retail sales to a more 
normal ratio of disposable income, for a variety 
of reasons outlined in the foregoing. Retailers have 
been getting a larger share of the consumer’s dollar 
than ever before. In the first half of this year, ac- 























Percentage Distribution of Disposable Income 
(Selected Groups) 

First First 

Half Half 

1929 1939 1946 1948 

Automotive 0 he 19 4.4 8.9 
Building materials, hardware... 4.7 3.9 4.1 5.7 
Furniture, housewares ..................... 22 1.7 2.0 2.1 
Appliances, radio, ete. nnccccecnnn Vel 0.8 0.9 1.4 
lO ee 0.6 0.5 0.9 0.7 
Men's clothing, etc. .. 1.6 1.2 1.4 1.3 
Women’s apparel, etc. , te 1.9 2.7 2.4 
Ce ee = AO 0.9 0.9 0.8 
Drug stores creas a Be 2.3 2.0 
Eating, drinking places... 2.6 5.0 1 6.8 
Food group 2... 13.3 14.5 15.3 17.1 
Filling stations WW .... By 4.0 2.5 3.4 
Department stores ..... sires. 4 5.0 5.5 5.3 
Mail order ................. . 05 0.7 0.6 0.7 
Dry Goods stores ........ Le 1.3 0.9 0.9 0.8 
OL ES eee ee |b 1.4 1.2 1.1 
7 gerne eee ont eee ay Ota 0.8 1.2 1.0 

Source: Department of Commerce. 
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cording to Department of Commerce figures, the 
public spent 69% of its disposable income in the 
nation’s stores. In 1929, the total was 58.7%, and 
in 1939, 59.9%. In 1948 it had risen to 63.4% and 
in 1947 to 68.2%. As demand conditions become 
more normal, a gradual return to prewar relation- 
ships is a reasonable expectation. At current high 
incomes, it would still mean a very substantial level 
of retail business though below the recent peak. 

It is important to remember, however, that not 
all types of business have benefited equally from the 
increased postwar spending. A few, in relation to 
prewar spending ratios, have slipped and some have 
barely held their own despite boom conditions. The 
industry which made the most important consistent 
progress has been the food industry, with high prices 
speeding the trend during the postwar inflation. The 
next largest slice of the public’s income was spent 
for automobiles. Thus during the first half of this 
year, for every 23.9 cents of the consumer dollar 
spent for food, 12.3 cents were spent on automo- 
biles. By way of contrast, only 4.5 cents went for 
clothing and shoes, and only 3.5 cents for furniture 
and houseware. 

These relationships have an important bearing on 
our overall problem. They show the extent to which 
food and automobiles alone are impinging on the 
market potentials of other consumer goods and by 
the same token, to what extent the latter could bene- 
fit by declining ratios for the first mentioned groups. 
Automotive expenses are likely to continue high with 
little relief foreseen for some time to come. But ebb- 
ing food prices, should the present trend continue, 
could importantly bolster retail trade in other direc- 
tions. 

These examples highlight the importance of the 
public spending pattern in relation to the present- 
day trade situation. A consumer who buys expensive 
durable goods, for instance, will naturally curtail 
other expenditures, especially if non-essential. The 
high price of cars, of homes, of control-free home 
rentals thus become important trade considerations. 
They explain the paradox of record consumer expen- 
ditures at the same time that general retail trade 
lags. Naturally this, too, can ultimately bring on 
recessive business conditions; the normal chain reac- 
tion is obvious. How far it has already gone is 
difficult to say at this stage but the next few 
months are likely to bring the answer. 

Christmas sales are expected to furnish the acid 
test for the much discussed and alleged oversupply 
in various lines where retailers have substantial in- 
ventories. If these cannot be moved satisfactorily, 
manufacturers are liable to get serious order cut- 
backs in January that may result in more than just 
the small and sporadic lay-offs of which we have 
heard in recent weeks. In this manner, a recessive 
chain reaction, however moderate, could easily get 
under way. 


Trend of Inventories and New Orders Will Tell 


Thus the trend of inventories and new orders will 
be early and important indicators of any impending 
change. While there have already been sharp reduc- 
tions in various fields which have experienced con- 
sumer resistance, overall figures to-date at least are 
still imposing evidence of the underlying confidence 
of businessmen in general. As far as retail trade is 
cerned, the sharp step- (Please turn to page 304) 


THE MAGAZINE OF WALL STREET 








CEERI O UE GO RUR UR RIG CECE CC dst ECC RECS 









is 


i] 
1e 
1e 


1- 
le 
n 
C- 
is 


ly 
1- 
4 


st 
7e 
7e 
at 











As desirable under 


























































































—eEeorr 


_ = with idle funds are constantly 
searching for stocks not only well bolstered with 
safety factors, but offering good yields and promis- 
ing appreciation potentials. Normally such a combi- 
nation can only be found through careful and pains- 
taking research and the present time is no exception 
despite the fact that from the standpoint of high 
yield alone, numerous good grade stocks are now 
selling at price levels affording exceptionally attrac- 
tive return. 

Current market hesitation reflecting doubts about 
the future course of business and corporate profits 
renders heightened selectivity mandatory for best 
investment results. It requires careful analysis not 
only of general outlook factors affecting any given 
industry but a close study of company fundamentals 
in relation to the forseeable economic environment 
as well as the ability of the stock to fare better than 
the general market. Though stock prices today ap- 
pear unduly depressed, this factor alone hardly per- 
mits indiscriminate choice merely because most stock 
prices seem low. Rather, the accent in any selection 
must be on those factors that qualify even good in- 
vestment equities for aggressive 
capital building under propitious 
market conditions and at the same 
time return a yield commensurate 
with present-day needs. 


To assist our readers, our experi- 
enced staff has selected four equities 
suitable even for conservative port- 
folios which at current prices afford 
better than average income return 
and additionally give promise of ulti- 
mate worthwhile capital gain. These 
selections, on the following pages, are 
presented in our exclusive thumbnail 
fashion. 
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SELECTED BY OUR STAFF ~~~ 











today’s conditions, we 
have selected stocks 
from industries that 
can be counted upon 
for continued  sub- 
stantial business and 
earnings, rather than 
from those that may 
have merely shared 
temporarily inthe 
broad postwar bo- 
nanza. Each of the 
companies chosen has 
an excellent dividend 
record and prospec- 
tive earnings are 
likely to provide am- 
ple coverage for cur- 
rent dividend rates. 
The latter at present 
market prices fur- 
nish yields well above 
what may be ex- 
pected under normal 
market conditions. 
Since appraisals of 
market values are in- 
evitably affected, in 
the long run, by in- 
come potentials, this 
should find ultimate 
reflection in form of improved market prices. 

One of the industries chosen, the distilling indus- 
try, has for some time experienced a sales and earn- 
ings downtrend that has now given way to fairly 
well stabilized conditions. Pricewise, the stock group 
has been well deflated and appears ready for an 
upswing. Earnings measured by prewar standards 
are bound to continue at a very satisfactory level 
for most companies in the field. In selecting Schenley 
Distillers, we have picked one of the leaders, well 
entrenched and broadly diversified, that should do 
well over the period ahead. 

Practically every observer is agreed on the pros- 
pect for continued vigorous activity in the building 
trades. Our selection in this field, Johns-Manville, 
needs no introduction to our readers. The company’s 
future potential, enhanced by substantial postwar 
expansion of facilities and broad markets for its 
numerous products, is well assured. 

Certain branches of the glass industry, too, stand 
to benefit from the building boom for an extended 
period. But our choice here, Libby-Owens-Ford, 
caters not only to the building industry but impor- 
jtantly also to the automotive indus- 
try as the foremost manufacturer of 
safety glass. This double stake in two 
of the few remaining “shortage in- 
dustries” should be productive of ex- 
cellent results. 





al 


Bright prospects for the finance 
companies have determined our 
fourth choice, Commercial Credit 
Corporation. Its well entrenched 
position, good management, strongly 
expanding business and rising earn- 
ings hold promise of investment 
satisfaction regardless of immediate 
market conditions. 
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COMMERCIAL CREDIT COMPANY 


BUSINESS: Company and its numerous subsidiaries finance a broad range 
of installment paper, additionally supplying fire, health, automobile and 
credit indemnity insurance. Seven manufacturing concerns in various fields 
are also owned. 


OUTLOOK: Past records show that during periods of increasing prosperity, 
borrowing on time paper tends to expand steadily. Under current active 
conditions, Commercial Credit Company's volume and net income is estab- 
lishing new peaks through its purchase of both open accounts and install- 
ment notes from manufacturers, wholesalers and dealers in textiles, auto- 
mobiles, machinery, radios and many other goods. Personal installment 
paper is also bought. The company's long and successful experience in 
this field lends confidence in its operations. Availability of various forms 
of insurance in these transactions adds to over-all revenues. At present 
the manufacturing concerns owned, including a pork packer and several 
producers of special machinery, ball bearings or other metal items, are 
doing a very profitable business and lend diversification to the parent 
enterprise. As of June 30, 1948, Commercial Credit Company was carrying 
total receivables of $430 million, the interest on which is only recorded as 
periodically paid. After allowing $1! million reserve for fluctuations in 
security values, the company reported net earnings of $7.73 per share for 
i2 months ended September 30, 1948. 

DIVIDEND ACTION: A low loss experience on installment paper pur- 
chased has enabled the payment of dividends regularly since 1913, ex- 
cepting in 1933. A conservative rate of 90 cents per share quarterly has 
been maintained during 1947 and 1948, providing a yield of about 7.65% 
at current price of the shares. 

MARKET ACTION: Recent price—47, compared with a high of 5336 and 
a low of 363% for 1948. 


COMPARATIVE BALANCE SHEET ITEMS 












Dec. 31, June 30, 
1940 1948 Change 
ASSETS (000 omitted) 
IIA Riess vehsiviks Sucvekeassoenceseovs sokkssotebaetesnevale $ 33,980 $ 51,415 +$ 17,435 
Marketable Securities ... 4,995 46,348 + 41,353 
Receivables, net ........... 299,883 405,680 + 105,797 
I ois ckvchaveabiebsoweitsnsses: _.“Gabueeneh 10,481 + 10,481 
Net Property ..................000 (a) 5,230 a 5,230 
Other Assets ..... 1,157 14,184 + 13,027 
MN IIIB goss cxosecescsaseskoteeonersaxvvenes $340,015 $533,338 +$193,323 
LIABILITIES 
Accounts Payable ................ccssecsseeeseeeseee $ 8008 —$ 198 
RE IID coeicssncerssessposeosenbee 12,589 + 12,589 
Unearned Premiums 18,151 + 18,151 
Deferred Liabilities ..................cccc0cc02. © T5294 hace — 15,294 
Short Term Debt 255,215 + 55,546 
Long Term Debt 30,000 110,000 -+- 80,000 
Other Liabilities .... 11,036 17,161 ++ 6,125 
10,918 23,583 + 12,665 
30,613 43,414 + 12,801 
; 34,279 45,217 + 10,938 
$340,015 $533,338 -+$193,323 





(a)—Carried at $3. 
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= COMMERCIAL CREDIT cc ; JOHNS-MANVILLE CORP. JM — 
: =< t t t Adjusted ett t Adjusted 
: | Finance Company — { Price Range Asbestos & Bldg. Materials Price Range — 
: I 1 oe SE: SO 8 1929 - 1935 90 T 1929 - 1935 ~ 
ao High - 52% High - 81 
a oes a Baka Cae a WER Te Low — Low - 387 
|  EOSNEEELS PRE marion BE 2 80 
Saal RETNA ——— + 
EE LE Sa Ne Me a t 
— 710 - + 
08 ar ma MEE EOS OTL | 
lai | Punded.Debt: $35,000,000 as Long Term Loan: $5,607,346 
—t Shs.$3.60 Cv Pfd: 250,000 - $100 par 60 t Shs 3% Pid: 73,646 - $100 par 
+ Shs.Common: 1,841,473 - $10 par Ih t [ Shs Common: 2,905,810 » no par n 
per | Fiscal Year: Dec. 31 a | —t—-4.. f= =) eee) veer? Dec. (8) ly 
ie Se Bie Pe ES ad ae, it } Lz 
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| ae T aE Sia an 1? | PL TOLL oh Be Bastin: Sean: Gata RRB ERS cae, 
i | a | if t ans 
{ i | it Lf Ly) 
| 
t 100 1" | 1 THOUSANDS OF SHARES ft 
| ; ie 0 if ; rm | wi 
it r rT cinuudil zatatisit| 29 i moth 
937 1938 | 1939 | 1940 | 1941 | 1942 | 1943 1944 1945 1946 1947 1948 1937 19386 1939 1940 1941 1942 1943 1944 1945 1946 1947 
"10 | 4.60 | 4.01 | 4.23 | 4.65 | 3.56 | 3.17 | 2.80 | 2.40 | 2.15 |_ 3.85 earn! 1.93 Ree Se BEY RES SER WES BE aR 
h 4.00 | 4.00 | 3.25 | 3.00 | 3.00 | 3.00 | 2.25 | 2.00 | 2.00 | 2.00 ow. 1.58 16g! 9381 _.918 | .918| 1.00 | .75 | .918| 1.08%! 1.168| 1.40 
| Ae ht re a a 8 ee -_| = [We Gp $ ial 17.4 | 18.8 | 18.7 | 22.0 | 32.4 | 28.7 | 25.3 | 25.8 | 24.6 | 26.9 [We 


JOHNS-MANVILLE CORPORATION 


BUSINESS: As the largest manufacturer of asbestos and related products, 
this concern is strongly entrenched as a supplier of roofing and insulating 
materials for the building industry. 


OUTLOOK: Demand for the company’s numerous products continues at 
peak levels, stemming from both industrial and private sources. Indica- 
tions are strong that this favorable factor will require capacity operations 
in the foreseeable future. Johns-Manville’s expansion and modernization 
program in postwar has involved outlays of nearly $60 million, most of 
which is now becoming productive. The efficiency of these new and im- 
proved facilities is bringing lower unit costs in a period when prices are 
firm and volume tending to rise. Aside from producing a long line of 
asbestos items, the company supplies quantities of asphalt cement shingles 
and has just completed a large plant in the South to turn out natural finish 
boards and panels. Over-all sales are expanding rapidly in the current 
year, topping $122 million in the first nine months for a gain of almost 
30% over the same 1947 period. Net earnings of $3.67 per share in the 
same interval climbed at a faster rate of 42%. This points to full year 
earnings of close to $5 per share. Ample working capital and a com- 
fortable current ratio of 2.8 provide a strong financial background. 


DIVIDEND ACTION: Except during 1932 and 1933, Johns-Manville has 
paid dividends regularly since 1927, with a rather steady uptrend in the 
last decade. 1948 dividends, including a year-end payment of 95 cents, 
will total $2 per share. 


MARKET ACTION: Recent price—38. Range for 1948 so far has been: 
High—42'/4, low—33'/4. 


COMPARATIVE BALANCE SHEET ITEMS 






































December 31, 

940 1947 Change 
ASSETS (000 omitted) 
MII scateccusclescsstencoseas Conssouetseceoucs criceiiees $ 8,888 $ 8,568 —$ 320 
Receivables, net ..... 7,898 15,596 + 7,698 
Inventories .................6 9,154 18,025 + 8,871 
TOTAL CURRENT ASSETS.. 25,940 42,189 + 16,249 
Plant and Equipment..........................008 55,732 96,014 + 40,282 
Less Depreciation 29,182 43,267 + 14,085 
Net Property 26,550 52,747 + 26,197 
Other Assets ... 6,388 20,323 + 13,935 
TOTAL ASSETS $58,878 $115,259 +$56,381 
LIABILITIES 
Accounts Payable $ 1,930 $ 10,187 +$ 8,257 
Reserve for Taxes 3,516 5,010 + 1,494 
Other Current Liabilities........................ 1,797 65 — 1,732 
TOTAL CURRENT LIABILITIES. - 7,243 15,262 + 8,019 
Rae NID is estissesccactenasceoscscesecessevee” -capahrsen 5,607 + 5,607 
Other Liabilities her — 2,131 
PIII ar isu ctansnwinionascecssonsiscerscedevssacece 1,256 9,093 + 7,837 
Capital 23,000 55,200 + 32,200 
Surplus 25,248 30,097 + 4,849 
TOTAL LIABILITIES $58,878 $115,259 +$56,381 
WORKING CAPITAL ...............ccc0cccsceeeees $18,697 $ 26,927 +$ 8,230 
CURRENT RATIO 3.6 2.8 — 8 
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~ How to Handle 


Your Investment Funds 


— In Vital 1949-1950 


By John Durand 


— Especially designed to serve you, this book — one of the finest we have ever pub- 
lished — deals with the realities of today. Judicious in approach . . . fully cognizant of 


the changing economic scene . 


. you will find it so practical in application . . . so 


ideally suited to your needs ... that we believe it will prove a most valuable basis for 
profitable investment in 1949... for laying out a sound program looking to 1950 and 


the years beyond. 


Normally, this outstanding book would sell for $3.50 but we offer it to you as our special gift — with a yearly sub- 
scription to The Magazine of Wall Street ... providing a combination investment service that can be worth thou- 


sands of dollars to you. 


PART I — World Outlook Today 
—Struggle Between Two Worlds;—Our Strength and Weak- 
ness;—Political and Economic Threats of Communist Fifth 
Column; 
—Economic Warfare with Repercussions on Europe, Asia and 
South America;—Impact on the United States Economically 
.-. Industrially ... Financially. 


PART II — The Domestic Scene 
—Shifts and Changes as the United States Again Becomes 
Arsenal of Democracy ;—The Stresses and Strains; 
—Impact on our Economy and Industry of Armed Truce... 
Under Partial Controls . .. Factors in Threat of Gradual 
Economic Deterioration; 

—What Outright War with Russia Would Mean... Pattern of 
Stringent War Economy ... Advantages of Full Control; 
—Fiscal Implications ... New Tests for Business ... For Free 
Enterprise ;—Inflationary vs. Deflationary Forces . . . The 
American Dollar ... Budgets and Deficits ;—Labor Readjust- 
ments ... Agriculture .. . Shift Toward Modified Socialism. 


PART Ill — Industrial Trends in the Making 

—Continued High-Level Activity vs. Possibility of Depression 
or Recession ;—Financing Problems .. . Credit Stringency ; 

—Varying Impacts on Industries . . . of Natural Economic 
Forces...of World Obligations;—Domestic Markets... Buy- 
ing Power by Income Categories . . . Government Spending ; 

—Future Trends in Export and Import Trade . . . Revival of 
Competitive Production Abroad . .. American Investments 
in European Branch Factories; 

—Civilian Production vs. Rearmament ... Impacts of Alloca- 
tions ... Shortages . . . Priorities ;—Profit Margins.., Taxes; 

—Favorably Situated Industries . . . Those Vulnerable under 
Prospective Conditions . .. Where Trend Toward Supply- 
Demand Balance Will Continue. 

* 
x 


PART IV -- The Stock Market in 1949 
—Debunking Policy of Drawing Parallels with Past Markets; 
—Differences Making Today’s Markets . . . Effect of Govern- 

ment Regulations on Market Movements . .. Impact of Cap- 
ital Gains Tax on Equity Financing; Where Market Breadth 
Is Curtailed by Off-the-Board Financing; 

—Short Swings . . . Intermediate Swings .. . Major Swings; 
—Law of Supply and Demand Operative;—Where Market 
Forecasts Business and Events . . . Market Action of In- 
formed Opinion on Foreign Affairs vs. the News;—Forces 
That Will Shape Market Movements in 1949; Market Tim- 
ing Under New Technical Factors. 

PART V — Yardsticks for Investment in 1949-1950 
—Sifting and Grading Industries and Companies; 

—Special Situations in Seasoned Companies... Where Diversi- 
fied and Dynamic ;—Established Companies vs. Newcomers}; 
—Basic Industries . . . Specialties . . . Leaders—Comers-Up3 

—What to Watch for in Financial Statements under Today’s 
Conditions ... Where New Financing Indicated . . . Possible 
Dilution of Existing Equities . . . Restrictions on Dividends 
by Bank Loans and Institutional Financing .. . New Finance- 
ing Problems;—Companies’ Earnings Prospects under De- 
clining Business Volume or Narrowing Profit Margins; 

—How to Appraise Real Earning Power . . . Importance of 
Cost Trends . .. Excessive Wage Ratios . . . Inventory and 
Depreciation Policies under Today’s Price Conditions; 
—Practical Gauge to Market Values ... Earnings and Divi- 
dend Potentials; 

—Checking Your Own List in Light of Specific Facts and New 
Trends as Against Generalities or Habits of Thought. 

—SPECIFIC SELECTIONS FOR YOUR INVESTMENT 

—For Income ... For Income and Appreciation . . . For Profit, 
PLUS ... INDIVIDUAL PORTFOLIOS... 

Geared to Various Capital Amounts and Objectives, 


/* 


VALUE $3.50) 
NOT FOR SALE 




















Highlights of January 1, 1949 Issue 
of THE MAGAZINE OF WALL STREET 


Special Security Features 


over the years . . 
April-June advance . . . in having our subscribers highly liquid inj 


The Best Kind of Stocks 
For Capital Gains Today 
By, C. Clifford 


With 6 Especially 
SELECTED STOCKS 


That Measure rials 
Up to Our 
Realistic Yardsticks = margin 


isties to 
operating companies .. - how 
from earnings 


of selecting securities for profit un 


carefully culle 
every investor will war 


This practical feature shows how... con- 
trary to habit and custom .. - good grade 
stocks today hold greater profit poten- 
_ and are far better mediums 
for your venture capital than speculative 
al issues. It outlines what character- 
look for in determining soundly 
to uncover undervalued situations 
and dividend standpoints. Presenting proven principles 
der current conditions... and a 
d list of stocks meeting our realistic yardsticks . . . 
at to consult and preserve this valuable 


article in furthering his 1949 investment program. 


Securities Disturbing 
investors 


Looking Into the Position 
of Western Union, Reming- 
ton Rand. Rexall Drug 

By George W. Mathis 
Our continuous sifting and grad- 
ing of securities spotlight the un- 
favorable market action of West- 
ern Union. Remington Rand and 
Rexall Drug. Inquiries received 
in our Personal Service Depart- 
ment also emphasize the ques- 
tions of stockholders about 
these shares. This clinical exami- 
nation takes up the situations 
individually, delves into the 
underlying reasons for today’s 
comparatively low prices. ap- 
praises future prospects and tells 
what action to take. 





investment Audit of 


Nationa! Bistuit 
By H. C. Coffin 


This is a comprehensive feature 
appraisal of National Biseuit in 
the light of its business outlook 
and investment potentials in 
1949. ht takes up the profits pic- 
ture... the decline in earnings 
compared with Jast year despite 
the highest sales volume in his- 
tory ... the extent to which 
lower trend costs for major in- 
gredients will bulwark profit 
margins, Every investor will ap- 
preciate this up-to-date evaluation 
of these shares which, over the 
years. have gained investment 
merit because of the company’s 
strong finances. stable earnings 
and long dividend record. 


Small Companies with Good Earnings Ahead 
By The Magazine of Wall Street Staff 


Small companies selected as inherent growth situations .. . 
from our continuous analysis of the ¥ 


culled 


arious industries and indi- 


vidual securities. They represent companies strategically placed 


where sound management . . . established trade positions . .. 


business prospects .. - ample profit margins ... 
Presented in our exclusive thumbnail 


. spur earnings and dividends. 


treatment with. charts. statistics 
selections ... when geared to the timing servic 
can be worth many times our subscription price. 


tasts .4.- 


fine 
are operating to 


and pertinent comments, These 
e in our market fore- 


Individual Security Trends Cr 


Developments soon to emanate from Washington will tend to clari 
prospects of the various industries and individual companies aheat 
with activity shifting from one group to another ... and focussing on 
has also been discounting domestic and internat ional cross current 
to unrealistic levels establishing a base for exceptional profit pote 
; es. This timely analysis carefully weighs the fundamental. 
forces at work to project the general market outlook and divergen! 


You will value Mr. Miller's conclusions and suggestions for he ha 


compani 





_INDEPENDENT OF THE GENERAL MARKi 
By A. T. Miller, Market Authority [| 
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_ the 1946 break .. . the 1947 and 1948 seesaw 









The Ups and ps 


of the Postwar Pp” 


—Forces That Kept It Going — Projection re] 
By E. A. Krauss, Managing 
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This interesting feature .. . supported by graphs and 





the course of the postwar boom with its various proj 
uli to be administered to keep it going. It takes up| ft 
by the 





booms ... their sequence and effect . .. and the mor 
tain postwar prosperity and high level business . nm 
points out the difference between the period after } rlan 
from 1945 to date... showing where a price collaps 

1947 without sustaining influences. A basic story [of j 


The New Gold PfS® 
By H. M. Tremaine. ie 


eye : : : 

I ropaganda towards a higher gold price... a har 
head in more virulent form ... with latest rumor 
ounce. This forthright story exposes the fallacy ¢ 
worldwide ramifications... the danger to our do 
flationary implications . . . how it would un derni 
markets and cause us to lose the cold war with 

é a : : 

point, Mr. Tremaine reveals how it would enalj 
bulwark Western Europe and what it would m 
modity 
r the F 
mk R. Wal 
ices of farn 
ns and retai 
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aty...a 
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The Economic Revival of 
Western Germany 


By V. L. Horoth, Int'l. Economist 


This story is particularly timely as it deals with the 
unpublicized factors working under the surface in 
Western Germany today ... the achievements in 
production, exports and general rehabilitation stem- 
ming from the drastic currency reorganization last 
summer, ECA aid, policy changes of the tripartite 
powers... U. S., Britain and France. Fully cog- 
nizant of the problems and handicaps caused by 
political instability in Europe, fear of war and 
wrangling among the allies .. . the obstacle raised [finished go 
by France’s position on the question of the Ruhr Be ae, ee 
a Mr. Horoth’s conclusions are pertinent and Ei cetstamsliins 
interesting in view of our efforts to stymie Russia. 
Als 
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949 Political Previe 

, CHAR 
NSIDE WASHING (ES) 

By E. K. T., Special Correspondent antly 
nents by the Administration . . . our os -_ 
— of natjonal significance .. . indicate what’s ab! fs pies 
as we enth& 1949... on government changes, foreigf wy 
_ labar taxes, new legislation in the making. U4 ae and 
ett ere FF stness and investment viewpoints, is file, ers 
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8 sctiom market 7 10 Potential Market 
Leaders for 1949 


By The Magazine of Wall Street Staff 


tren Our Biggest Single Feature of the Year 


Our market leader selections are famous for substantial profits made available 
through the years. These 1949 selections, however. hold exceptional potentials for 
dynamic capital gains with high income having emerged as outstanding bargains 
ret Os seb acee : from the post-election break. Uncovered through thorough research. they are high- 

s illustration .deral stim- ae calibre in every essential . .. in a position to benefit from government spending 

ints out the — types ° let and civilian demand . . . with ample earnings’ margins over liberal dividends indi- 
E lly the various %) ane , cated in 1949 regardless of taxes. wages. controls. ete. Analyzed in our exclusive 

; + the governmen es t thos > thumbnail treatment with chart movements. earnings and dividend statistics. 

ious deflation: 


s jd War Ih tee —When to Buy and Again ee fully recognizing the importance of expert 
W orl en - When to Sell timing in 1949, you will be advised through our reg- 
‘a eo P agra ular market forecasts of the opportune time to buy and 

in Our Continuing when to sell these securities with a view to realizing 
Market Service the greatest profits. 
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curred 
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nn and investors 
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In Our January 15th and 29th Issues 


aring its “2 Which Industries Offer 


is again re 


Pit ice as high as $100 FF Best Prospects for 1949 
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Jd ideas - + taking © ae —For Incom For Appreciati 
- : the enormous ES ome —For Appreciation 
onomy - °° yuin our foreign : Sifting and digesting the new industrial and political forces, our analysts apply 
fgurrency ss" ational stand- oe the varying influences to individual industries to uncover the divergent trends 
rom an inter a efforts to a in prospect. Arriving at practical conclusions, this broad survey will tell you... 
L to counterac 


. Which industries should maintain Which industries are best able to 
conomy: 


britain’s e and improve their earnings position; cope with higher taxes and wage 
= T ends “ benefit from our gigantic armament costs; buyers’ markets; allocations; 
modity price r : , program; from ECA spending? etc.... which would be hardest hit? 


the First Quarter ! A —Which industries are soundest for investment—for income; 
ly Pen ort eR for dynamic appreciation? 
dity Exper ol _— : 
Commo ‘ous whole- What is the situation and outlook for... 
2 cts. vari . ; “* 
| farm produ 
ices of fart 


ing off . - - this Rail Tobaccos Metals Merchandisi 
a {tapering O1.-- ys ails —Tobaccos Metals Merchandising 
nant price trends, nage Bagg © —Oils —Building Movies —Equipments 
: ether © geet —Foods -Utilities —Steels -Accessories 
continue «++ or wh stil —Motors —Chemicals -Liquors Specialties 
a which products cma an —Rubbers —Machinery -Aviation —Among Others 
ae oc 3 OF 2 s makes z 5 Z 
dl uptrend. Mr. penn farm hy = Followed By Our February 12th and 26th 
estimates of pg Oo under Fes - March 12th and 26th Issues Giving You: 
p production 9 ices ofraw mae” o- i 
ing, prospects fOr PY'Gg important ec Jy 1949 Re-Appraisal of Values 
fnished goods, ‘ enificance TE hati : KE; a ‘ « d WHE ny , 
mand business sign arnings and Dividend Forecasts 
—Points Out Where Trends Are Up — Static — Down 
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BENEDICT, brilli 
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ith = ® Abreast of — Profit , PART I — In Feb. 12th Issue - PART II[—In March 12th Issue— 

ally evelopment 5 Subserib- ; Utilities, Railroads, Machinery. Building, Aviation, Metals, Liq- 

mfla- 1 Income; Answers to =. 4: Foods, Tobaccos uors, Merchandising, Oils 

gon AM inquiries and many PART II — In Feb 26th Issue - PART IV — In March 26th Issue - 

Ot ble. ers Electrical, Business, Farm, Rail- Chemicals, Motors, Accessories, 
road Equipments, Specialties Steels, Movies, Tires 


-- Use Order Porm on Next Page... 


mk R. Walters, 


On the above background survey of each industry, these valuable issues will 
give you earnings, dividend forecasts and market appraisals for all leading 
companies in every important industry. We will (*) those securities selected 
for appreciation ... for income; also special situations for dynamic profits. 
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; The Holiday Thought That 
| Lives Throughout The Year 


| 
To Father, Son, Friends, Business Associates —to Yourself ti 
| 








BU 

bre 

eA this Yuletide . . . give the priceless gift of knowledge that lasts forever and can never be taken away.) ** 
the key to superior judgment. More than ever it will be essential as the basis for planning in epochal 194) 

Because of its broad scope, its forthright dependability and sound common sense, no gift you can give this year wi the 

|| provide greater service and compliment the recipient more than The Magazine of Wall Street. . = 
| Tt will express your esteem . . . your interest in his welfare . . . and 26 times throughout the coming year serve as crc 
|| reminder of your thoughtfulness. Those to whom you give The Magazine of Wall Street will turn to it with interest, at fir - 
ime then with eagerness . . . because they will find it practical and Dit 
|| good, from an investment viewpoint . . . and because they will be she 
1 gaining an understanding of domestic and international affairs sh 
_| which they never believed could be acquired so easily. — ” >) . —- He 
Give “The Magazine of Wall Street Jo... \F ALLSTREET Thies Special Tix 


} r ter 
YOUR BUSINESS FRIENDS AND ASSOCIATES — It will form a [== Me) | ©Combcaation Offer . ae 
bond of interest between you, promote your business relations. | THE MAGAZINE OF WALI re 


| YOUR EXECUTIVES AND EMPLOYEES — Who will acquire a an : we Se 
| ! broader grasp of the vast industrial and economic changes. phe ® TEP oO pee 4 pre 





You will benefit from the development of their judgment and VESTMENT FUNDS IN. VITAL she 
— : .  ———— = 1919-1950” enables you to secure ps3 
YOUR SON AND DAUGHTER — It will give them a realistic these fire serrices all in on 
approach, as they go out into the work-a-day world; also the ETS 
perspective they need to safeguard their financial future. 1 Market Forecasts 
YOURSELF — To “keep ahead of the news” in the changing 2. industrial Security Analyses ss 
world of business and finance . . . it is the best investment guide $ Wothinates Mews tate Ps 
for income and profit that you can possibly obtain : 3 Mc 
4. Domestic, International Re 


| sihaiecieaiins ides aii tiesscai nate Wack “hee “leday aaiaieeceei efit Affairs Analyzed tn 


5. Economics, Money, Business 
THE MaGaAzinE oF WALL STREET, 90 Broad Street, New York Meer arvimyiiitititcciiy:| mor & Le: 





C1) Enclosed is $15.00 for one year, 26 issues, subscription; = 

{"] $27.50 for two years, 52 issues, subscription (saving $2.50). ‘ To 

Each Subscription Above Will Include ... Gift Subscriptions Li 

1. FREE Copy of “How to Hanote Your INvestMeNtT Funps 1n Vrirat t 12 Ac 

1949.50” (Value $3.50) ; at $12.50 each Re 

2. Special List of 15 Selected Stocks At Bargain Levels; or 

3. Full Consultation Service ... on Three Securities at a Time. So ERC oe To 

O INTRODUCTORY $5 OFFER ... Enclosed is $5 for four months... Add . a «(Ce Lor 

8 issues subscription .. . including Limited Consultation Service. i la Tt. Wea Re 

(Subscriptions are deductible for income tax purposes, <i ast } Ca 

reducing your cost by at least 20%) Ay Wee Sut 

To 

| WN sickcck vcckusuhaddn te cota entre ee catia addabiciie ence 1 ow 

EE EE NC aE TS a Rs See = 
| NINES os 5 carson upesanneaeeeeeee ZONE NO...... AAGEU 2 cs scwacaxesouszce 

PORRA. sl beeewnray Sates puees seunvececenscouacsnearen ctaebout sin sbeveclcsea cece a ® E 


























































































































































































































































































































































































































































































































SCHENLEY DISTILLERS CORPORATION 
BUSINESS: Company not only is the largest domestic producer and dis- 
tributor of distilled liquors but is an important factor in the wine and 
brewing industries. Further diversification includes poultry and livestock 
feeds and production of streptomycin and penicillin. 
OUTLOOK: The corporate name of this concern is about to be changed to 
Schenley Industries in view of its increasing product diversification. Al- 
though demand for whiskey has diminished rather substantially from its 
peak two years ago, it is still of very considerable proportions and likely 
to remain so as long as the national income continues high. Bumper grain 
crops are rapidly enabling the industry to build up stocks of ageing 
whiskey; Schenley now owns the largest amount of fully matured liquor in 
its group. This has given it a distinct advantage in meeting demand for 
either bonded or blended goods. The company’s operating efficiency has 
shown marked improvement in its fiscal year ended August 31, 1948, as 
shown by net earnings of $8.20 per share, second best in its history and 
compared with $7.45 a year earlier. Since this gain was achieved in the 
face of an $88 million drop in sales, it is evident that profit margins have 
been widened by excellent cost controls. Despite a four-fold increase in 
inventories since 1940, necessitating incurrence of $107 million additional 
term debts, working capital remains ample and current assets exceed cur- 
rent liabilities more than six times over. 
DIVIDEND ACTION: Heavy capital requirements in postwar have held 
dividend policies well on the conservative side. A quarterly rate of 50 
cents per share has been maintained for the last two years. The broad 
coverage by earnings assures dividend stability, and recent price for the 
shares affords a yield of about 7%. 


MARKET ACTION: Recent price—28, compared with a 1948 range of 
high—3554, low—25!/2. 


COMPARATIVE BALANCE SHEET ITEMS 















August 31, 

940 1948 Change 
ASSETS (000 omitted) 
WME ccc sap ccsvidcsensanaccciwascccarwaccivessusssesnneer? $ 1,940 $ 51,644 +$ 49,704 
Marketable Securities 156 185 + 29 
Receivables, net .. 15,484 35,207 + 19,723 
IIE 5a5 sdencicsissvecesss . 48,776 192,972 + 144,196 
TOTAL CURRENT ASSETG....................006 66,356 280,008 + 213,652 
Plant and Equipment....................0:+::00+ 20,279 81,375 + 61,096 
Less Depreciation .. 3,847 24,953 + 21,106 
PROP PHONIC Y, occeiicscccscccevscecccisecescedcssesene 16,432 56,422 + 39,990 
ae IO vis iiccincnesccdesecctcesccsenensseseesssees 1,257 5,551 + 4,294 
PM IED cnncvcssnccescestecqinackerenstsacsets $84,045 $341,981 +$257,936 
LIABILITIES 
Accounts Payable ................:.000ceseeeeeenees $ 3,837 $ 21,368 +$ 17,531 
EOS GOP TAOS, cose cc cccsevcccsccescessecconsces 1,264 18,838 + 17,574 
Other Current Liabilities......................+ 1,509 2,616 oh 1,107 
TOTAL CURRENT LIABILITIES. 6,610 42,822 + 36,212 
Long Term Debt 125,000 + 107,500 
Reserves .............. 3,000 7 3,000 
RNIN Wephecceccascscceceasestacpusnceetasespentesesseses 6,300 — 17,055 
Surplus 164,859 + 128,279 
TE CURT oi os ess cn evinsnscccdececsesasee $84,045 $341,981 +$257,936 
WORKING CAPITAL ............:scceecceeeeeeeeee $59,746 $237,186 +$177,440 
CURRENT RATIO. ...........ccccccccccreeesserseeeees 10.0 6.5 — 35 
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————,  SCHENLEY nt nt ss. , i LIBBEY-OWENS-FORD GLASS LOF : - 
: ; i T 
t Adjusted —+— —| I i" T | Adjusted 
ae: T Price Range lL t t t Price Range —— 
t ; a - 1 t 1929 - 1935 —— 
{High - 19g —|——— High - 554 —— 
es i t - = t t Low - 32 
tT t t = 
a t : + t + 
Long Term Lebt: $125,000 ,000 ONS Sea Sed ee 
aes Shs.‘ Common: 3,600,000 - $1.75 par-+——, “= Fem ee 
a Fiscal Year: Aug. 31 —— poe + - 
— t 
L i i 
ber ie a 
4 = 
2am : os — 
wares | 
SS CS SC SE | 
(as 
ES 
IRAP PPD orc Corr { f i re 
is aa a.» 
| 4 | 
i T n | 1 ii a } a ae ae. at 
THOUSANDS OF SHARES t t — t t ve - | THOUSANDS OF SHARES | 
| ] | Gn * REED i" 100 : = = <a Goaes nee Sa 
ccs i | | i 7 sae SCE Sa TERR 1a | | OS | ea ace 
[ ae r | 50) (257 9 Ga a Pe Sa ee ee ft — acne! BEALS! 
tt a — -| 25 f t — 
7 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 | 1948 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1945 | 1946 | 1947 
1.14 1.18 | .93 2.43 | 2.16 | 3.10 | 5.36 | 6.43 | 13.58 | 7.46 | 8.20 pan 4.19 | 1.57_ | 3.21 | 3.07 | 3.52 | .74 | 1.55 | 2.88 | 1.24 | 2.47 | 4.38 
me fa eRe 23 | .47 .93 | 1.05 | 1.40 | 1.85 | 2.00 ow. 4.00 | 1.25 | 2.75 | 3.50 | 3.50 | 1.00 | 1.50 |- 2.00 | 1.00 | 1.25 | 3.00 | 
63.3 59.7 | 71.6 78.0 | 61.9 | 63.7 79.0 | 141.6 | 222.4 | 237.2 ‘Wwe Cap $ Mil 11.3 | 13.2 14.6 | 12.9 | 14.7 | 17.9 19.9 | 20.7 | 21.8 | 21.3 wg Gp $! 


LIBBEY-OWENS-FORD GLASS COMPANY 


BUSINESS: Company ranks as the dominant producer of safety glass and 
as a leading manufacturer of window and plate glass. Additionally, out- 
put includes plastic moulding compounds and adhesives. 


OUTLOOK: As long as the vigorous activities of the automobile industry 
continue at a record pace, this leading supplier of safety glass for cars 
will enjoy high level sales. For more than 16 years past, Libbey-Owens- 
Ford has sold General Motors Corporation all of its glass requirements 
and many others in the automotive industry are among its customers. 
Besides this heavy demand, the building industry is still calling for more 
window glass than the company can supply, while plate glass for store 
fronts is in scant supply relative to demand. In the past few years this 
concern has spent substantial sums to expand and modernize its facilities, 
including construction of a large new plant for its Plaskon moulding mate- 
rials, increasingly popular with producers of plastic items. Volume of $82 
million in the first nine months of 1948 was at a rate well above the pre- 
vious year, lifting net earnings for the period to $3.83 per share compared 
with $3.42 in 1947. The company’s capital structure is compact, with no 
bonds or preferred stock ahead of the common, and its financial position 
is very satisfactory. 


DIVIDEND ACTION: Barring 193! and 1932, dividends have been paid 
without interruption for 26 years past. Payment of a $2 per share divi- 
dend on December 10 made total for 1948 $3.50 compared with $3.00 in 
1947, This establishes a current yield of 8%. 


MARKET ACTION: Recent price of 44!/, represents the low of this year’s 
price range. The 1948 high was 56!/2. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 




















1940 1947 Change 
ASSETS (000 omitted) 
as anid rck saps an as ta eck v decal cadcenedapenees $10,353 $ 7,565 —$ 2,788 
Marketable Securities 1,500 4,018 + 2,518 
Receivables, net .......... 3,294 4,652 + 1,358 
Inventories .................. 7,331 14,718 + 7,387 
TOTAL CURRENT ASSETS... 22,478 30,953 + 8,475 
Plant and Equipment.... 48,968 71,235 + 22,267 
Less Depreciation ........... 26,437 36,293 + 9,856 
Reduction in Book Value. 7,639 7,205 — 434 
Net Property 14,892 27,736 + 12,844 
Other Assets ....... . 15,041 12,290 — 2,751 
TOTAL ASSETS $52,411 $70,979 +$18,568 
LIABILITIES 
MR DING oo viii cscciiccntisciccccescessecese $ 1,435 $ 3,922 +$ 2,487 
Reserve for Taxes........... 5,125 3,130qa — 1,9954 
Other Current Liabilities....... es 1,345 2,592 + 1,247 
TOTAL CURRENT LIABILITIES. .. $7,905 $ 9,644 +$ 1,739 
i I Fan acccccccscescccerscessscacessnsce™  " cnagtecs 353 — 353 
ERI WOD oncscescascssccescccssecccncesseee 3,133 8,299 + 5,166 
Capital .... 15,724 15,955 _ 231 
Surplus .... 25,649 36,728 + 11,079 
TOTAL LIABILITIES ...... . $52,411 $70,979 +$18,568 
WORKING CAPITAL . . $14,573 $21,309 +$ 6,736 
CERISE TRATED n vnsccssescscccccscsccesevesesesses 2.8 3.2 a - 
a—After deducting U. S. Treasury tax notes of $6,833,360. 
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CITIES 
SERVICE 


— AN INVESTMENT AUDIT 
By PHILLIP DOBBS 


Vo without reason has Cities Service 
Company’s emergence into the limelight as a real 
earner been likened to the flowering of a rare bloom. 
Because of excessive optimism in the past and subse- 
quent disappointments, the company’s thousands of 
stockholders have been thrilled the more by achieve- 
ments of the last year or two. Moreover, the encour- 


aging aspect of the situation is that growth potentials . 


appear as promising as ever. The company by no 
means has reached maturity. 

The company’s miraculous rise to prominence is 
explained in large measure of course by the entire 
industry’s expansion to meet war stimulated petro- 
leum requirements. But Uncle Sam rates a bow. The 
“old gent” to whom was assigned the task of un- 
scrambling numerous public utility holding com- 
panies had a hand in directing the destiny of Cities 
Service. The exact importance of this development 
is not easily measured, but it should not be dismissed 
as insignificant. For the order from the Securities & 
Exchange Commission to comply with a program for 
separating electric utilities from the oil and gas busi- 
ness marked the inception of a movement to rear- 
range the parent company’s properties on a business- 
like basis. 

This divestment procedure has not been fully com- 
pleted, but enough progress has been made to indi- 
cate that it probably has been for the best interest 
of all concerned. When the remaining power and light 
companies have been segregated, the holding com- 
pany’s business will be restricted to oil and gas pro- 
duction and distribution, and its capitalization will 
be further simplified. 


Reasons for Earnings Upsurge 


Aside from the fact that settlement of the contro- 
versy over compliance with SEC regulations en- 
abled the management to concentrate on development 
of properties, several specific factors have contrib- 
uted to the almost sensational rise in net profit to an 
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estimated $16 or $17 a share this year from an aver- 
age of less than $1 a share in 1938-1940. First in 
importance probably is the high leverage in the com- 
pany’s present capitalization — consisting of $487.2 
million of indebtedness of the parent and subsidi- 
aries together with $76.5 million of subsidiary pre- 
ferred and minority interests ahead of the 3.7 million 
shares of common stock. This setup means that earn- 
ings available after charges are subject to wide 
fluctuations. 

In the second place, the prices of crude oil and 
other petroleum products have advanced sharply 
since the beginning of the war with the result that 
profit margins have widened to an extent never be- 
fore experienced. Benefits of this trend have been 
intensified, so far as the common stock is concerned, 
because most of the prior charges (latterly) have 
remained constant. This progress has enabled man- 
agement to adopt a liberal dividend policy. Distribu- 
tions this year have come to $3 a share — which 
compares with a price range for the stock as recently 
as 1942 of 334 high and 21% low. These figures tell 
an eloquent story of dynamic growth. 

In common with other aggressive companies, 
Cities Service pushed its expansion program from 
the beginning of the war, ploughing back earnings 
into new refining facilities and other modern plants. 
This development enabled management to capitalize 
on the post-war boom and to achieve larger profits 
than normally would have been expected. Production 
this year is expected to top 30 million barrels, an 
increase of about 30 per cent over the pre-war figure 
of 23 million. Refinery runs have expanded at a more 
rapid rate with the result that the ratio of production 
to refinery requirements has declined from about 70 
per cent ten years ago to about 45 per cent. The com- 
pany is a buyer of crude on balance, but with satis- 
factory margins on refined products, this situation 
has been no handicap. 

Subsidiaries engaged in production and marketing 
of natural gas have been developed only to a limited 
extent, as yet. This aspect of operations, which ac- 
counted for 11.5 per cent of gross revenues last year, 
promises to become increasingly important in the 
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years ahead — and as a matter of fact is regarded as 
one of the company’s attractive features. 

In the accompanying tabulation, pertinent data 
relating to operating results are presented to illus- 
trate progress in the last decade. The figures stress 
the fact that net income has risen at an almost un- 
believable pace — especially in the last few years. 
Note how the net profit margin has widened from 
about 3 per cent in 1938-39 to 6 per cent in 1942, then 
to 8.6 per cent last year and to an estimated 11.1 per 
cent this year on basis of results for nine months. 
Gross operating income this year is headed for an 
all-time peak in excess of half a billion dollars. 


Position Strengthened 


Meantime, while physical properties have been 
improved and made more productive, the company’s 
position has been strengthened with enlargement of 
plant and equipment as well as cash at a time when 
preferred stock claims were being reduced and fixed 
charges lowered. As remarked in the latest annual 
report, “The year 1947 was one of the most eventful 
in the history of Cities Service Company.” Attention 
was called to the retirement of $56 million in pre- 
ferred stock, $1.8 million in “BB” preference stock 
and $860,000 in ‘B” preference stock together with 
$40.6 million in debenture 5s, due 1950. Including the 
$49.7 million in accumulated dividends and $7.7 mil- 
lion in redemption premiums on the issues retired, 
the company replaced $156,636,612 in high dividend 
and coupon obligations and premium claims with 
$115,246,950 of 3 per cent debentures due 1977. 
Cash was applied to redemption of the 5s of 1950. 

Progress in completing the segregation of public 
utilities has been slower than had been anticipated. 
Two important electric units — Ohio Public Service 
and Toledo Edison Company — remain to be disposed 
of to complete the segregation. The former is owned 
to the extent of 100 per cent, the latter to the extent 
of 98.5 per cent. According to terms of the plan under 
which divestment is to be accomplished, proceeds of 
sales are to be applied to retirement of indebtedness. 
Federal Light & Traction proper- 
ties have been eliminated from the [——+ _——— 
setup through formation of a new — 



























































concern, Public Service of New 
Mexico, and the latter was sold by 
Cities Service earlier this year at 


| Comparative Balance Sheet Items 
December 31, 
1940 1947 Change | 
ASSETS ,000 omitted) 
Cash = uw 63,248 $131,345 +$ 68,097 
Marketable Securities 352 2,350 + 1,998 
Receivables, Net .. 26,624 41,843 + 15,219 
Inventories ..... ; 33,811 61,522 + 27,711 
TOTAL CURRENT ASSETS 124,035 237,061 + 113,026 
Plant and Equipment............ 910,856 908,024 — 2,833 
Less Depreciation .... 220,406 317,612 + 97,206 
Net Property 690,450 590,412 — 100,038 
Other Assets ......... 253,301 72,112 — 181,189 
TOTAL ASSETS . $1,067,786 $899,585 —$168,201 
LIABILITIES 
Notes Payable $ 11,279 $ 19,105 +$ 7,826 
Accounts Payable 11,960 36,357 + 24,397 
Reserve for Taxes 6,857 21,268 + 14,411 
Other Current Liabilities 20,116 29,162 + 9,046 
TOTAL CURRENT LIABILITIES 50,212 105,892 + 55,680 
Reserves ........ 234,924 b 6,313 — 8,205 
Company Funded Debt 158,362 172,157 + 13,795 
Company Preferred Stock 57,720 : — 57,720 
Company Common Stock 37,035 37,0200q0 — 15 
Subsidiaries’ Funded Debt 274,973 205,011 — 69,962 
Subsidiaries’ Preferred Stock... 103,646 44,973 — 58,673 
Subsidiaries’ Long Term Notes 
Payable ..... : 49,013 110,076 + 61,063 
Other Liabilities 56,066 41,445 — 14,621 
Surplus. ........... a 45,835 176,698 + 130,863 
TOTAL LIABILITIES ‘$l, 067,786 $899,585 —$168,201 
WORKING CAPITAL vee 73,823 $131,169 +$ 57,346 
CURRENT RATIO . 2.5 2.3 —_ aa 
FIXED CHARGES ... $ 28,831 $ 19,700 —$ 10,131 
t—Of which $5,000,000 was called in October, 1948. 
| a—Represented by 3,702,000 shares. 
b—Of which $220,406 is for depletion, depreciation, etc. 
CITIES SERVICE CO. co. (NY¥Curb) CSV : a ane 
—- ;-— fF — — -—— Adjusted 
ae Oil & Cas s Foca Co. + Price Range : 
—— - 1929 - 1935 = 80 
}+__|__ = ae —t High - 6814-4 
[a eee F Low —- 7% — 
70 





$12.41 a share. ee 


No time limitation was imposed §=[|——~——__+_— 





on the company in the court order 
providing for sale of the utilities, 





and management has been loath 
to push the matter while utility 
properties have been so modestly 
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appraised in the market. Two or | 
three years ago, when stocks of | 
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such companies sold at twelve to 
fifteen times earnings, it had been 











estimated that the two companies 











might net as much as $85 million 
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in a sale, but under current con- 
ditions it is apparent that no such 
price could be realized now. It had 





been hoped to apply proceeds of 
sale of these two companies to re- = 
1939 





’ 
1942 























je ~ andre i 
demption of $59.9 million 5 per 1937 | 1938 1940 1941 1943 1945 1946 | 1947 948 
cent debentures and to retire a | 1.02); .23 | .68 | 1.72 | 2.90 | 3.62 | 3.78 | 3.88 3.12 |S 10.98 -—— _ 
part of the 3s issued for preferred oe SO : : : = : - = : 
p . . 6175.6 176.81 85.31 90-1 1107.5 147.4] 173.11 131.2 [wg Gp sual 
stock. This phase of the readjust- | 72.6 | 7.6 
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ment remains to be carried out later but meantime 
management decided to retire $5 million of the deben- 
tur 5s of 1958 at 102 in October. 

To appreciate better the potentialities of -Cities 
Service Company it is well to understand that it is a 
holding company and derives its income in the form 
of dividends and interest from earnings of subsidi- 
aries, most of which are wholly owned. In this respect 
it differs from most representatives of its industry. 
After completion of its integration and release from 
control by the Securities & Exchange Commission, 
the company is expected undertake further consoli- 
dation of operations and in time may revert to an 
operating concern. 


Principal Petroleum & Gas Subsidiaries 


Aside from the two Ohio electric utilities, which 
are to be sold to private investors when conditions 
permit, subsidiaries are engaged chiefly in produc- 
tion and distribution of petroleum products. Major 
units in the oil business are Cities Service Oil Com- 
pany (Delaware) and Cities Service Gas Co., owned 
by Empire Gas & Fuel, another holding company in 
the complex setup. The former accounts in large part 
for the system’s crude oil output and for a part of 
refining capacity. In production of crude this unit 
has been contributing in recent years 80 to 85 per 
cent of the system’s total of about 28 to 30 million 
barrels annually. Up until 1944 Cities Service Oil 
had from 35 to 40 per cent of refinery runs, but with 
completion of the new refinery in Louisiana for Cities 
Service Refining, thereby almost doubling the sys- 
tem’s capacity, the Empire subsidiary’s contribution 
to total refined products fell to about 25 per cent. 

Cities Service Gas Co., the other major component 
of the Empire Gas subsidiary, is one of the most 
profitable units in the entire system. It is engaged 
in purchasing, producing and transporting natural 
gas. Its supplies are marketed at wholesale to utili- 
ties serving Kansas City, St. Joseph, Springfield, 
Independence and other cities in Missouri as well as 
numerous communities in Kansas, such as Kansas 
City, Leavenworth, Atchison, Topeka and Wichita. 
In Oklahoma the city of Bartlesville is served. 

Demand for the company’s output has far out- 


‘stripped supply with the result that management has 


expanded operations as rapidly as possible. Natural 
gas deliveries have increased steadily from 88 billion 
cubic feet in 1939 to 154 billion last year. Further 
growth has taken place this year and a new record of 
more than 160 billion cubic feet is in prospect, as a 
result of exploitation of properties in the Hugoton 
field in Kansas and Oklahoma and in the Panhandle 
and Carthage areas in Texas. 

The company has been engaged this year in con- 
struction and preparing to operate a second 26-inch 
natural gas pipeline from the Hugoton field to Kansas 
City. It is scheduled to connect with the older system 
at several points in Kansas. Delays in receiving the 
necesary pipe present the principal handicaps in put- 
ting this new facility into use along with a newly 
constructed compressing station. 

The two units mentioned above have accounted for 
the bulk of Empire Gas & Fuel’s earnings in recent 
years, and dividends from Empire to the parent hold- 
ing company represent the largest contribution from 
a single subsidiary. In fact, it is generally agreed 
that until the large Louisiana refinery came into the 
picture, the chief source of income was to be found 
in Cities Service of Delaware, Cities Service Gas 
Company and Gas Service Company. 

Cities Service Refining Company operates the 
modern refinery built during the war at Lake Charles, 
La., at a cost of more than $75 million. Relatively 
high amortization charges authorized under Treasury 
regulations permitting acceleration for tax benefits, 
have resulted in minimizing earning power in recent 
years, and up until this year contributions to the 
parent company had been small. Amortization 
dropped to about $6 million last year and an esti- 
mated total of about the same amount this year from 
$18.9 million in 1945 and about $7.3 million in 1946. 
A further drop to perhaps $3 million is in prospect 
for next year, suggesting that this unit may become 
a more important contributor to the system’s earn- 
ing power. 

Big Stake in Natural Gas 


Gas Service Company is another unit in the 
natural gas industry owned directly by the holding 
company. It obtains sup- (Please turn to page 309) 



























































Long Term Operating and Earnings Record 
Net Crude Gross Deprec. Net 
Oil Operating & Operating Operating Net Net Profit 
Produced Income Deplet. Income Margin Income Margin NetPer Divs. Per 

(mill. bbls.) $ million (%)! ($ million) 1%) Share Share Price Range 
IN ae $4364. Ti = ae $48.6 11.1% © $13.14 $3.00(a)) 6634-3154(a) 
1947 29.3 468.9 $39.4 $59.6 12.8%, 40.5 8.6 10.93 1.50 41-2314 
46. ...... 26.3 333.2 35.5 44.7 13.4 213 8.2 6.41 Nil 4174-2654 
SU ket Niger as eh a od an 358.5 52.0 35.1 9.8 15.1 4.2 3502 Nil 3114-16l/, 
i: ATER CNR Reet ee 336.8 35.6 37.6 12 17.9 5.3 3.88 Nil 1734-1254 
| 27.6 284.5 31.5 38.3 13.5 17.8 6.2 3.78 Nil 18l/4- 33% 
1942 26.6 280.2 31.8 42.2 15.0 16.9 6.0 3.62 Nil 3%4- 2, 
1941 24.9 260.9 30.3 37.8 14.5 14.3 5.5 2.90 Nil b65%- 2'/ 
gee 22.9 238.7 29.0 34.1 14.2 9.9 4.2 1.72 Nil 65%4- 4 
1939 22.3 220.4 28.6 31.4 14.3 6.6 3.0 68 Nil W4- 4, 
1938 22.8 215.3 25.9 29.2 13.6 5.8 2.7 .23 Nil 20 - 52 
10 Year Average, 1938-47... . 265 $299.7 $33.9 $39.0 32% $172 5.4% $3.72 $ .15 4174- 2\/, 
4 Year Average, 1944-47... Bag fs $374.3 $40.6 $44.2 11.8% $25.2 6.6% $6.08 $ .37 4174-125 

(a)—To date. 
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otlight on the Movies 


—HOW CLOSE TO A TURN? 




















on share prices of the leading motion 
picture concerns continue to reflect the triple impact 
of reduced theater attendance, sharply lower reve- 
nues from foreign countries and the certainty that 
film producers must soon divorce their theater chain 
subsidiaries. Upon analysis, however, there appears 
ground to believe that a turn for the better from 
depressed conditions may be in sight, especially for 
some of the stronger units in the industry. 

With general market conditions as poor as they 
currently are, it is not surprising that motion pic- 
ture shares have suffered more pricewise than most 
other groups; the latter have declined in the face of 
record boomtime earnings, whereas bad news has 
been worrying holders of movie shares on an in- 
creasing scale. At that, the pessimists have probably 
overplayed their hands; just how thoroughly motion 
picture shares have been deflated is shown by the 
MWS group index of amusement shares which re- 
cently touched a low of 73, compared with a 1946 
high of 218. A slight recovery to 77.1 in late 
November may indicate the beginning of a reverse 
trend, depending partly upon the behavior of the 
general stock market. 

Since nine dividend paying stocks in this special 
division now yield better than 914% on the average, 
there is obvious room for price improvement if 1949 
brings even moderate earnings gains to this indus- 
try. In any event it is worthwhile to examine the 
current problems that have depressed this group 
and to weigh the chances for their solution. 

Scarcity of American dollars in most foreign 
countries admittedly will continue to pare gross 
revenues of our domestic film producers for an in- 
definite period ahead, although over the longer term 
this handicap may be alleviated. This has been a 
matter of increasing concern during 1948, especially 
regarding Britain, where some 50% of foreign film 
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By C. F. MORGAN 





income normally had its 
source. Two concerns looked 
to this source for around 
40% of gross income. Five 
of our leading motion pic- 
ture concerns that formerly 
counted on Britain to supply 
from 10% to 20% of their 
gross revenues have found 
these receipts gradually 
shrinking in the current year 
as contracts ran out and 
total dollar payments for a 
year approached the set limit 
of $17 million. Henceforth 
the participation of Ameri- 
can firms in this pool will be 
proportioned to revenues on 
films displayed, and these 
will be severely restricted. 

It should be remembered, however, that perhaps 
another $17 million of rentals from films shipped to 
Britain will be impounded in pounds sterling and 
fully available to American producers provided the 
funds are spent over there. Several concerns have 
already formulated plans to utilize a portion of 
revenues withheld by Britain, as well as by France, 
Italy and other foreign countries, to produce pictures 
locally. By this means earnings may be expanded 
as time goes on, although at least one large concern 
has announced that from now on for a while it will 
include in its reported gross income only actual 
dollar receipts. 

Then, too, Eric Johnston, president of the Motion 
Picture Association of America, is said to have re- 
cently sold several foreign countries a number of 
films on satisfactory terms, including Russia and 
Spain. Thus unfortunate and unavoidable as the im- 
passe with Britain is, its impact eventually may prove 
somewhat lighter than originally anticipated. In any 
event, 1949 is apt to witness a levelling off of the cur- 
rent year’s downtrend in foreign film revenues. 





Drop In Theatre Receipts 


Due recognition must be accorded to factors that 
have caused a drop in theater attendance for many 
months past. During the last year or so, domestic 
box office receipts of the motion picture houses have 
diminished by more than 10%, chiefly in the large 
cities where the best films bring higher ticket prices. 
In dollar terms this has probably shrunken annual 
theater revenues by more than $150 million. Since 
many of the film producers receive a percentage of 
theatre income, the adverse influence is felt all along 
the line, particularly where the business is closely 
integrated by producer control of theater chains. 

It is important to visualize, however, that this 
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Statistical Summary of Leading Motion Picture Companies 
Price- 
Net Per Share Dividends Div. Earnings Recent Price Range High High 
1946 1947 Interim 1948 1947 1948 Yield Ratiof Price 1948 1947 1946 
Columbia Pictures . _.. $5.22 $5.33 Year June 30 $ 40 $1.00c¢ 24% stock ........ 20.0¢ $8 1344-75 $22! $36% 
LOE eee .. 3.66 2.26 40 weeks June 3 92 1.50 $1.50 10.0% 66 15 2014-14! 27 4l 
Paramount Pictures... 5.92 4.46 9%mos. Oct. 2 2.93 2.00 2.00 9.5 4.7 21 2634-18! 32%, 42!/, 
Radio-Keith-Orpheum _...... 3.17 1.30 26 weeks July 3 49 1.20 .60 8.6 5.4 1134- 6% 1534 28!/2 
Republic Pictures 40b .09 39 weeks July 24 def.13 Nil Nil me 33.3 3 5\/4- 254 854 17% 
Twentieth Century-Fox ....... 7.91 4.81 39weeksSept.25 3.12 3.00 2.00 10.0 4.2 20 2554-1734 38%, 63%, 
Universal Pictures 5.32 3.11 QYmos.July3! defl.97 2.00 75 9.4 2.6 8 I5!IA- 7% 29'/ 497/, 
Warner Bros... 2.62 3.03 +9 mos. May 29 1.41 1.50 1.25 12.5 3.3 10 14 - 94, 183% 28 
Technicolor, Inc... 48 1.56 9% mos. Sept. 30 1.40 1.00 1.00 E 9.1 7.0 i 16 -10% 19l/, 29 
t—Based on 1948 dividends. b—48 weeks ended October 26. 
t—Based on 1947 earnings. c—Plus 2!/% in stock. 
E—Estimated. e—Based on 1948 fiscal earnings. 














downtrend in theater attendance started from a peak 
wartime base of almost 100 million film fans weekly. 
For a full decade prior to the war weekly attendance 
never exceeded 85 million although the motion pic- 
ture concerns did rather well. It is also interesting 
to note that even during the generally depressed 
1930s, theater revenues were closely attuned to 
national income. Now that population has expanded 
at a record rate and personal income more than 
doubled since prewar, we find the proportion of fam- 
ily income allotted to the movies reduced almost 
in half. 

This seeming paradox warrants study, for there 
is no doubt that the popularity of motion pictures 
is so thoroughly ingrained in American life that 
a “floor” in theater attendance may now be closely 
approached. The availability of new automobiles, 
clothing, refrigerators, radios etc. has tended to 
siphon off an abnormal proportion of personal in- 
come, and at a time when the high cost of living 
has become an acute problem. Additionally, the cur- 
rent high prices often demanded by movie theaters 
have not helped to stimulate attendance. The afore- 
said “floor” or minimum in attendance seems how- 
ever to be provided not only by the relatively low 
cost of entertainment furnished in this field, but 
by habit and the easily attained change it provides 
from life in restricted quarters. 


The ‘‘Movies’’ and Television 


The present spectacular growth of television, with 
nearly a million new sets now in use and millions 
more to be bought before long, may seem to create 
a serious competitive threat to the motion picture 
industry. It will be recalled, though, that similar 
apprehension as to the development of radio proved 
groundless long ago. Fact is that practically all of 
the leading motion picture producers are actively 
assisting the growth of television and adjusting their 
plans to benefit rather than suffer from its progress. 
The theory is that if home folks find satisfaction in 
staying by the fireside to see and hear video pro- 
grams, they could very easily witness a televised 
movie film on the same screen. In other words the 
motion picture industry is alert to the prospect of 
ultimately vastly expanded markets through this 
medium. 

Understanding of this situation may aileviate 
fears about future company earnings enhanced by 
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the divorcement of the theater chains from motion 
picture producers within the next two years which 
will strip the latter of lucrative subsidiary revenues. 
True, it is yet too early to assess the impact of this 
Supreme Court edict on future motion picture earn- 
ings, but the speed with which one large concern 
is proceeding to disassociate itself from its theater 
chain by forming a separate company suggests that 
the management sees no advantage in resisting the 
enforced move. Whether stockholders in this con- 
cern will receive stock in the new company as a divi- 
dend or whether the company offers it for cash to 
boost working capital remains to be seen. 


Recent Earnings Trends 


When full year earnings of the motion picture 
concerns are reported for 1948, a general down- 
trend must be expected, to judge from interim re- 
ports. As a whole for the industry, a drop of from 
30% to 40% in net is probable with a more serious 
decline for some components but much less sig- 
nificant for a few of the stronger units. Throughout 
the current year, every movie concern has been 
battling to reduce production cost, and if ever there 
was a group more likely to succeed in this respect 
it would be hard to find. The lavish manner in which 
millions of dollars and months of time were spent 
by motion picture concerns to produce a single pic- 
ture has undoubtedly passed into history. During 
the current year, multiple staffs have been drasti- 
cally reduced, simplified settings employed, all un- 
necessary frills eliminated and ‘‘shots” given shorter 
time limits. 

It might be thought that these economy moves 
should have assured profit margins wider than in 
1948, despite declining revenues, but heavy amorti- 
zation charges for former high-cost productions 
shown during the year have prevented a better earn- 
ings record. By next spring, when the far more 
economical pictures now being produced appear on 
the screens, a sharp reduction in amortization 
charges should permit profit margins to widen and 
earnings at least to stabilize, if not improve. 

On the appended table we list nine important 
concerns of the motion picture industry, showing 
their net earnings for 1946, 1947 and for the latest 
periods reported in 1948. Additionally we show divi- 
dends paid this year and last, the price range of 
their shares in 1948, as well as their highs for 1947 
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and 1946. The long sustained downtrend in share 
prices will be noted with interest by our readers, for 
the weight has fallen with little discrimination upon 
the soundest concerns and marginal ones alike. Of 
special significance is the fact that regardless of 
unfavorable conditions in the current year, only 
two concerns went into the red so far in 1948. As 
to the others, current dividends have been covered 
rather comfortably with few exceptions. 


How Companies Fared 


In this respect it is pertinent to study the indi- 
vidual status of a few of these representative con- 
cerns and their prospects. Among the worst suffer- 
ers earningwise have been Columbia Pictures and 
Universal Pictures. Both depended upon revenues 
from foreign film rentals for a substantial portion 
of their gross income. At the same time their mar- 
gins have been under heavy pressure by amortiza- 
tion of high cost films during 1948. Neither company 
owns any theaters although Universal leases two 
important ones in New York City. The company has 
a close working agreement with the J. Arthur Rank 
Organization of England, and distributes many high 
class British films in the United States and Latin 
America. 

In contrast to net earnings of $3.11 per share in 
the fiscal year ended October 31, 1947, Universal re- 
ported a deficit of $1.97 per share in the following 
nine months and failed to declare a dividend in Sep- 
tember. As an offset to this poor performance, 
though, this company reported the largest film back- 
log in its history last summer, having completed 24 
new films that will permit reduced amortization 
charges in 1949. Chances seem good that next year’s 
earnings will reverse this year’s trend, although 
substantial borrowings may delay resumption of 
dividends. Since the shares of Universal are now 
selling at less than a sixth of their 1946 high, they 
carry a measure of speculative appeal. Less attrac- 
tion attaches to Columbia Picture shares, which have 
paid no dividends for six years past and there is 
small promise that earnings will soon re-approach 
the better than $5 per share reported in 1946 and 
1947. 


Twentieth Century-Fox 


Twentieth Century-Fox is displaying surprisingly 
successful resistance this year to many of the un- 
favorable influences affecting the movie industry. 
While 1947 earnings of $4.81 per share were well 
below the $7.91 for 1946, net during 1948 has been 
closely comparable to that of a year earlier. As mat- 
ters now look, the quarterly dividend of 50 cents per 
share will be earned more than twice over this year. 
Since a recent price of 20 for the shares establishes 
a fairly dependable yield of 10% and they sold ata 
high of 3834. and 63% in 1947 and 1946 respec- 
tively, their speculative attraction is quite obvious. 

With record working capital of $76.5 million at 
the end of 1947, Twentieth Century-Fox was well 
situated to enter the television field and to readjust 
its foreign operations. As for video, the company 
this year has formed two subsidiaries to build and 
operate telecasting stations, besides making long 
term arrangements with the United Press Associa- 
tion to establish a televised news service. Overseas 
the company is alloting about $24 million for the 
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production of films in England and France, expect- 
ing to utilize some $12 million of impounded earn- 
ings to help finance the program. Meanwhile it has 
embarked upon a major economy program at home, 
including a probable reduction in the number of fea- 
ture pictures produced. Though a subsidiary, Twen- 
tieth Century Fox owns or controls nearly 600 
theaters, mainly in the West. Divestment of these 
in due course must be effected, but probably at no 
loss to stockholders and conceivably to their ad- 
vantage. 


Paramount Pictures 


Paramount Pictures furnishes another example of 
fairly well sustained progress in an unusually diffi- 
cult year. Paramount is not only one of the leading 
Hollywood producers but owns a chain of about 
1,500 theaters throughout the country, including 
Roxy in New York City. Revenues from these pic- 
ture houses account for the bulk of gross income, 
receipts from foreign rentals involving only about 
10%. While ticket sales this year have trended down- 
ward, the rise in operating costs in this division 
have not been as sharp as at the production end. 
For nine months ended October 2, 1948, consoli- 
dated net earnings were reported as $2.93 per share 
or at an annual rate of $3.92 compared with $4.46 
per share in full fiscal 1947 and $5.92 in 1946. If 
undistributed earnings of subsidiaries were elim- 
inated, these figures would show as $3, $3.98 and 
$5.27 respectively for the three years mentioned. 

Peak film inventories of around $50 million car- 
ried by Paramount at the end of 1947, largely pro- 
duced at high costs, entailed heavy amortization 
charges during the current year, but in 1949 these 
should be sharply reduced. The company’s working 
capital needs for several years ahead have been 
amply assured by a standby bank credit of $25 
million. Back in 1938, Paramount secured a 29% 
interest in the stock of Allen B. DuMont labora- 
tories, Inc., specialists in television equipment and 
since then has been actively promoting the develop- 
ment of video. 

On balance, it looks as (Please turn to page 304) 
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Starts November 30. Figured purely as like television itself, have evident- 0 
a technical affair, the rally by ly caught the public’s fancy, f 
Over the 50-year history of the early January should be able to something as air line stocks once a 
Dow-Jones industrial average the make up something like, roughly, did. In a situation like this there s' 
seasonal year-end rise has at 9 to 12 points of the 18-point is no telling what speculative im- p 
times started as early as the fore- October-November decline. When agination will do, and statistical v 
part of November, at times as late it does that—or a little worse or analysis may be of limited value. A 
as the final week of December. better—traders and investors will The stocks might readily be a 
| Obviously, the “average” starting want to “take another look” after among the speculative leaders for 0: 
| time, which would be around De- the Truman program is detailed 1949. On the manufacturing end, n 
cember 10-12, is merely a statisti- to Congress. television probably will become Ce 
| cal curiosity. Whether by mere intensively competitive, with a t] 
| happenstance or for reasons Bull Market downtrend in sales prices, more T 
which this column is unable to quickly than did radio. When that p 
discover, the year-end move has During a month or so of sharp will be is hard to say. This col- D 
| tended to start early in recent decline in the general market, umn reasons that 1949 is bound 1 
years. Thus, the market’s Novem- with speculative sentiment to be a banner year in this infant b 
ber-December low fell in Novem- gloomy, most stocks with a tele- field. It would not be surprised if p 
ber—usually late November—in vision “flavor” either held fairly it proves to be the top year in n 
six out of the last seven years; near their 1948 highs or made manufacturing profits. In _ this n 
and in eleven out of the last fif- new highs. Among the best per- view, there is a basis for a con- I 
teen years. Although there is no formers have been Admiral Corp.,  tinuing better-than-average per- e 
doubt considerable tax selling to Magnavox, Philco and Radio Corp. formance by television stocks for p 
be done, recent market action The first two cited have now bet- some time to come. a 
suggests that the low point of the tered their 1946 bull-market A 
post-election decline—at least for highs. Television is, of course, Generous if 
this year—probably was seen on growing very rapidly. The stocks, We have referred before to the di 
excellent outlook for cement man- al 

ufacturers. Due to strategic loca- 
| tion of plants, Lone Star Cement Jc 

| INCREASES SHOWN IN RECENT EARNINGS REPORTS is one of the best of them; and a 
1948 1947 generous dividend policy gives | t] 

American Car & Foundry..........0..0.ccccc00 6 mos. Oct. 31 $3.21 $2.50 the stock semi-investment status, [| 

Black & Decker Mfg.............0ccccccccceceeeees Year Sept. 30 7.30 5.32 as indicated by a market price “ 
eee ne ee a De ae | 6 mos. Sept. 30 5.41 4.91 now around 66. Dividends for al 
0 NS ERE: Eee OS. es 52 weeks Oct.30 4.10 3.38 1948 are $4.50, a record high; a) 
NR NINES Sooo cies ob ecesscanshovspcoapoes 9 mos. Oct. 31 7.71 5.27 but only about 56% of estimated eX 
Ma earnings of about $8 a share; : 
SPIN Lec cn scpctscdsspscccbseeesue sncabes Year Sept. 30 4.64 4.17 C] 

whereas for the ten years 1936- 
eR sions; cites uiaincsnsntatmeBtabadede 9 mos. Sept. 30 5.19 3.56 1945 dividends averaged about la 
se co kientcescctbsctssnkuenscbupscsasdecousias 6 mos. Oct. 31 3.21 2.50 90% of earnings. Thus a further b 
Walker (H.)-Gooderham & Worts............ Year Aug. 31 8.62 6.54 boost in dividends in 1949 seems WY 
Westinghouse Electric ................:cc:cesee 12 mos. Sept. 30 3.50 2.97 probable. The stock now offers a be 
6.8% yield. The year’s high was 
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687%. It sold as high as 94 in 1946 
on earnings of $5.58 a share and 
$4.00 in dividends. 


Turn? 


It looks like the best of the air 
lines have seen their worst, so 
far as operating problems are 
concerned; and that 1949 results 
will show marked betterment, 
assuming continuing high general 
economic activity. The two strong- 
est companies are Eastern and 
American. The market action of 
these stocks suggests that they 
probably have put bottom behind, 
and that speculative demand for 
them has revived considerably. 
Both are now moderately above 
the year’s lows. Recovery to the 
vicinity of 1948 highs would 
mean a _ substantial percentage 
appreciation; to the 1947 highs, 
a rather wide one. The 1946 
highs of 19% for American and 
3338 for Eastern seem definitely 
out of reach. At this writing the 
former stands at 714, the latter 
at 155%. Everything has been 
staked on bigger and_ better 
planes, and it appears to be a 
winning bet. The President of 
American Airlines states that in 
a recent period the operating cost 
of DC-6s was 2.8 cents a seat- 
mile and that of Convairs 3.7 
cents compared with 5.5 cents for 
the old DC-8s and 5.2 for DC-4s. 
The company will have a com- 
plete 300-mile an hour fleet of 
DC-6s and Convairs by early 
1949; and aims at getting the 
break-even point below 55°. of 
passenger-carrying capacity by 
next July. Eastern, banking 
mainly on Constellations is mak- 
ing similar progress toward op- 
erational efficiency. Most com- 
panies still have financial head- 
aches. Nor are stockholders of 
American or Eastern to get much, 
if anything, in the way of divi- 
dends for the presently foresee- 
able future. 


Joy 


Joy Manufacturing is not in 
the amusement business; but is a 
maker of machinery, chiefly for 
use in coal-mining. It owes a debt 
of gratitude to John L. Lewis 
and his union. In per-hour pay 
coal miners have become aristo- 
crats of organied labor, and their 
last pay hike probably has not 
been seen. The pressure working 
in behalf of mine mechanization 
will be relentless. Joy looks like 
a promising stock to this column, 
given nothing worse than a broad 
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trading-range for the general 
list. Its 1946 high was 34; 1947 
high, 40% ; 1948 high, 4314. This 
year’s low was 305 and present 
price is 34, yielding 10% on the 
basis of $3.40 paid in dividends 
in 1948, 


Scoreboard 


In November, 47 companies 
increased dividends, against 48 
in the same month of 1947; while 
extras numbered 337, against 339 
a year ago. There were 14 omis- 
sions, against 11 in November of 
last year; while regular rates 
were reduced in 3 instances, or 
the same number as a year ago. 
Thus, in general outline the divi- 
dend record is closely similar to 
that of late 1947 — but the dollar 
total of payments, which is the 
main thing, will be around 10% 
to 12% greater for 1948 as a 
whole than for 1947. This year- 
to-year comparison seems bound 
to be favorable at least through 
the first half of 1949. 


Not Good 


Groups whose trend action re- 
mains sub-average so far include 
farm equipments, drugs and toilet 
articles, meat packing, gold min- 
ing, leather, metal fabricating, 
movies, shoes, soft drinks, textile 
or apparel lines, and utilities. 


Oils 


There was much November 
tax-selling in oils, a group which 
was the outstanding market fa- 
vorite last spring and into early 
summer. From the year’s high to 
to recent low, the average decline 
in oils was over 20% compared 
with less than 11% for the Dow 
industrial average. The industry’s 
outlook remains superior to that 


ures that oils will be one of the 
most favored groups in the year- 
end rally. Most of these stocks 
made their post-election lows 
some days ahead of the industrial 
average and are already showing 
reviving investment and specula- 
tive interest. Aided by the recent 
5% stock dividends, on top of 
a secure $4.00 cash rate, Stand- 
ard Oil of California — long this 
column’s favorite oil — is already 
back within striking distance of 
its year’s high of 73. The 1947 
high was 63 and that of 1946 
5914. The stock still looks cheap 
on an investment basis, yielding 
nearly 6% on the cash dividend. 
It is not a fast mover. Seaboard 
Oil — high for year 5914, low 
3514, and selling at 44 at this 
writing — is capable of fast rise, 
but we would not reach for it 
above 46. Atlantic Refining, Sin- 
clair and Cities Service are also 
among the faster-moving oils on 
a percentage basis. 


Stability 


The “5 and 10” stores, most of 
which sell items up to $2 or so in 
price, come pretty close to being 
department stores for the masses ; 
and those who do not patronize 
them to at least some extent are, 
indeed, few in number. These 
chains thrive in an inflationary 
period, and do better than any 
other type of retailing under de- 
flationary conditions. For ex- 
ample, both Woolworth and Kress 
came through the depressions of 
1920-1921, 1929-1932 and 1937- 
1938 without paring down their 
dividends at all. Kress, now sell- 
ing around 54, paid $4.25 in divi- 
dends in 1948 out of an estimated 
earnings of about $5.25. Wool- 
worth, selling around 43, paid 
$2.50 out of earnings estimated 














of general business. Therefore, at around $4.25. Both stocks 
on both technical and funda- strike us as good investment 
mental grounds this column fig- values. 
‘=n . ma 
| DECLINES SHOWN IN RECENT EARNINGS REPORTS | 
| 1948 1947 
Addressograph-Multigraph ................... Oct. 31 quar. $1.19 $1.53 | 
American Broadcasting Company......... 9 mos. Sept. 30 -26 -62 | 
| Columbia Pictures ..............00000...00000 Year June 30 .40 5.33 | 
eee 40 weeks Oct. 31 72 1.09 | 
Distillers Corp.-Seagrams ................ Oct. 31 quar. 1.29 2.18 | 
| Gaylord Container ............................. 9 mos. Sept. 30 2.49 3.02 | 
en Year Sept. 30 1.10 2.35 | 
pe See Oct. 31 quar. .13 82 | 
| Mead Corp. .......... = 40 weeks Oct. 3 4.64 4.86 | 
Zenith Radio ......... ae. eer 6 mos. Oct. 31 2.00 2.48 | 
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The Personal Service Department of THE MaGazINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. ; 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Stewart Warner Company 


“Please advise on sales trend, profits 
and dividends of Stewart Warner Com- 
pany.” 

M. W., Clarksburg, W. Va. 


Stewart Warner Company re- 
ported net earnings of $2,609,- 
725 or $2.02 per share of capital 
stock for the first nine months of 
1948. These figures were un- 
audited and subject to year-end 
adjustments. In 1947 net earn- 
ings were $1,938,851 or $1.49 a 
share for the first three quarters. 

Sales for the first nine months 
of 1948 were $55,993,599, down 
1.6% when compared to sales of 
$56,926,546 for the same period 
of last year. Sales for the third 
quarter of 1948 were $18,124,114, 
up 8.2% over 1947 third quarter 
sales of $16,748,250. 

Third quarter sales _ were 
11.7% under those of the previ- 
ous quarter of 1948 and this was 
due to the annual vacation period 
of two weeks in all plants of the 
company which cut shipments 
during that period. The lowered 
earnings in the third quarter, as 
compared with the first two 
quarters of 1948, reflected both 
shipments and third round wage 
increases, which became effective 
in the third quarter. 

As was the case in 1947, third 
quarter earnings in 1948 declined 
as compared to earnings in the 
first two quarters of the year. 
Earnings for the first, second and 
third quarters of 1948 were 70 
cents, 75 cents and 57 cents, 
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while in 1947 they were 57 cents, 
48 cents and 44 cents. Dividend 
payments up to October 9th of 
this year amounted to $1.00 per 
share. 


Consolidated Edison Company 
“Please compare recent annual earn- 
ings of Consolidated Edison Company 
and advise if there has been an uptrend.” 
F.. W., Greenfield, Mass. 


The Consolidated Edison Com- 
pany of New York and subsidiary 
companies reported consolidated 
net income for the twelve months 
ended September 30, 1948, of 
$36,893,821, after all operating 
expenses, taxes and other charges. 
The net profit was equal after 
preferred dividend requirements 
to $2.29 a share on the common 
stock. This compares with a net 
income of $29,446,446, or $1.61 
a common share for the twelve 
months ended September 30, 
1947. Total operating revenues of 
the Edison System for the twelve 
months aggregated $364,267,630, 
against $327,485,605 in the pre- 
ceding period, while operating 
revenue deductions were $313,- 
887,678, against $280,744,092. 

Combined sales of electricity for 
the twelve month period amounted 
to 10,096,514,915 kilowatt hours, 
against 9,355,706,359 in the prior 
period. Sales of gas totalled 50,- 
741,253,700 cubic feet, against 
50,760,352,000; and sales of steam 
were 16,451,243,000 pounds, 
against 14,226,518,000 pounds. 
for the three months ended Sep- 
tember 30, 1948 Consolidated Edi- 





son reported a consolidated net in- 
come of $5,467,672, compared 
with $3,164,577 for the quarter 
ended September 30, 1947. Total 
operating revenues were $82,707, 
693, against $74,671,284. 

Consolidated Edison Company 
of New York, Inc., reporting sep- 
arately, had a net income for the 
twelve months ended September 
30th of $32,857,350, compared 
with $29,147,642 in the preceding 
twelve months’ period. For the 
quarter, net income amounted to 
$5,982,138, against $3,710, 913 in 
the similar period last year. 

The $1.60 annual dividend is ex- 
pected to continue and the indi- 
cated income yield at current mar- 
ket is approximately 7%. 


Boeing Airplane Company 

“Please report order backlog, income 
and prospects for Boeing Airplane Com- 
pany.” 

E. H., Spartanburg, S. C. 

Boeing Airplane Company re- 
ported a net loss of $298,820 for 
the nine months ended September 
30, 1948. The third quarter showed 
an improving trend as the com- 
pany showed a net loss of $1,074,- 
510 for the first six months of the 
year. 

Certain of the company’s con- 
tracts with the Government con- 
tain price re - determination 
clauses which provide that upon 
completion of a certain number of 
airplanes, the Government and the 
company will jointly examine the 
costs incurred and adjust the price 
of airplanes if adjustment is indi- 
cated. Pursuant to this, Boeing on 
September 1st filed a statement 
with respect to the contract from 
which current deliveries are being 
made, which statement indicated 
that an upward revision of prices 
should be made. Consequently, the 
company reflected in its profit and 
loss statement for the third quar- 
ter ended September 30th addi- 
tional expected income with re- 
spect to all airplanes delivered un- 
der this contract through Septem- 
ber 30. This adjustment is largely 


(Continued on page 307) 
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Keeping Abreast of Industrial 
> and Company News ° 





Sales and earnings of Abbott Laboratories in 1948 
are expected to be the largest in the company’s his- 
tory, mainly due to the introduction of new prod- 
ucts. Among these are a device for administering 
penicillin powder, several new vitamin ‘“‘E”’ items, a 
new tablet containing iron and vitamin “B’”’ complex, 
several new hormone products, and a preparation for 
treating malaria. Company has expanded and in- 
creased its research staff by 30 per cent, presaging a 
steady flow of additional new products in the future. 


The laboratories of the Bell Telephone System 
have developed an accounting system which can do 
automatically much of the clerical work connected 
with billing certain types of dial telephone calls. 
The system can remember who made dial calls, what 
numbers were called, and how long conversations 
lasted. It then adds up and prints detailed charge 
information for subscribers’ bills. This is expected 
eventually to mean a considerable saving for the 
Bell System companies. 


More than a dozen heavy-lifting operations have 
been eliminated by mechanical automatic and push- 
button devices in a $1,250,000 mechanization pro- 
gram in the foundry of Westinghouse Electric Cor- 
poration. F. Elliot, superintendent, states that the 
plant has succeeded in reducing by more than 1,000 
tons the daily load formerly handled manually by 
seventy-five employees. Reason for the program was 
to remove the traditional back-breaking character of 
foundry work in order to attract competent foundry 
labor. 


E. I. du Pont’s newest synthetic fiber is described 
by one of the officials as “the most silk-like and 
wool-like we know” in its various forms. Called 
“Orlon,” it has a combination of properties which 
will give it a wide variety of uses where nylon and 
rayon will not equal its performance. Its resistance 
to outdoor exposure is so good that officials say it 
is the best fiber, natural or man-made, they know 
for outdoor use. It has already been tested and 
proved its worth. 


Carnegie-Illinois Steel Corp., a subsidiary of 
United States Steel, has unveiled a new continuous 
process for coating steel with zinc. This method pro- 
duces far better quality than the old type of hand 
sheet galvanized method, and at the same time auto- 
matically eliminates need for further processes such 
as box annealing, sheet pickling and hand feeding. 


Commercial production of synthetic iso-octyl by a 
new process which provides a large and low cost 
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source of this material has been started by a sub- 
sidiary of Standard Oil Company of New Jersey. 
The alcohol is an important raw material for making 
plasticizers used by plastic molders and fabricators. 
It is also used for making other chemicals, including 
wetting agents. 


Newsport Shipbuilding and Drydock Company was 
the lowest bidder for a contract to construct a 
48,000-ton liner to crown the United States mer- 
chant fleet. The proposed liner will be the largest 
ever built in the United States and will cost $67,350,- 
000. While not as large as the British “Queens,” it 
will carry as many passengers at comparable speed. 
It will be the first large liner to incorporate the 
lessons of wartime shipping, particularly the use of 
light metals, in its construction. 


The American Gas Association reports a new gas 
manufacturing process that is expected to double 
the present distribution capacity of gas companies 
and reduce considerably the cost of producing gas. 
This method had been in regular operation for a 
year by the Consolidated Gas Electric Light and 
Power Company of Baltimore. Early adoption of the 
process by other utilities is considered a certainty 
by industry observers. 


. According to the research department of National 

Broadcasting Company, a subsidiary of Radio Cor- 
poration of America, there are now approximately 
718,000 television sets installed throughout the 
country. New York leads with a total of 320,000. 
Next is Philadelphia with 80,000; then come Los 
Angeles with 42,000, Chicago with 41,000, Boston 
with 30,400, and Baltimore with 26,000. 


To meet the anticipated increase in the demand 
for petroleum products and to provide transportation 
from the rich Middle-East fields, the oil industry has 
embarked upon the greatest tanker-building pro- 
gram in the peace-time history of the world. Among 
the tankers being built in this country are fifty-two 
of 26,000 deadweight tons or more, each with a 
capacity of 200,000 barrels of crude oil. These 
tankers, with an average speed of fifteen knots, are 
expected to be in operation by 1951. 


Factory dollar volume of the commercial and in- 
dustrial air-conditioning and refrigeration industry 
will reach a record peak this year, according to 
O. W. Bynum, general sales manager of Carrier 
Corporation. There is a definite trend under way 
from active and slow seasons to year-around instal- 
lation of air-conditioning equipment. 
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| What's head por Rusiness? 

By E.K.A. 


i Services and the White House regarding the size of forthcom- 
ing defense appropriations has considerable business signific- 
ance. The White House 
sticks tenaciously to its an- 
nounced $15 billion ceiling 
for the fiscal year starting 
next July 1. Defense Secre- 
tary Forrestal seems to be 
losing out in his effort to 
convince the President that 
more is needed. To carry his 
point, he must sell Congress 
on the higher outlays. While 
the issue may be hotly de- 
bated, prospects favor the 
President's viewpoint barring 
emergence of factors (not 
now foreseen) that would 
force a speeding up of re- 
armament. At present the 
tendency is in the other di- 
rection. 


A defense budget of $15 


| The outcome of the current controversy between the Armed 
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billion for the current period 
but actual spending would 
probably be less since there 
is always a considerable lag 
between budget figures and 
actual outlays. More impor- 
tant, a $15 billion ceiling 
plus foreign aid of about 
$4.5 billion will mean no ap- 
preciably greater strain on 
the economy than currently 
experienced, thus lessening 
likelihood of drastic or wide- 
spread controls. It will mean 
that we shall continue in an 
essentially civilian economy, 
that the readjustment proc- 
ess can go on at a relatively 
high level of business with a 
minimum risk of recession. 
It will also mean that revenue 
needs can be covered by a 
rather moderate boost in 
taxes, less than generally 
envisaged by many. Quite 
possible also, it might mean 



































Merete, Ey 


he BUSINESS ANAL 


3. 


billion compares with $12.1- 


WN f/f 7 
a | 








Amal 
onille 


' f (‘| A 
T eh 
ere a ee ae 


a ALR lee 





408) aw Agia 
ROT NY NL a Si ys 





an early end of inflationary pressures. 

All of this is in the cards, should Congress back up the 
President. If so, we may expect defense orders to some indus- 
tries to slacken, poslieseile those supplying personnel. Heavy 
industry would get a relatively larger slice of available money. 
In short, the spending pattern is likely to change somewhat, 
particularly since the $15 billion limit is also to include any 
revived lend-lease aid to European nations. But most impor- 
tant are the fundamental economic implications as indicated 
above. They are permitting the Administration's retreat from 
the former line of thinking in terms of price controls, allocations 
and sharply higher taxes, the prospect of which has injected 
such fear into the business community. These fears are no 
longer justified, if they ever were. If the defense budget is 
held down, and the Administration is trying hard to accom- 
plish this, inflation problems henceforth can work themselves 
out without much intervention by Government, if any. The 
limited defense outlays in turn will help counter-act existing 
deflationary forces. 

Should defense outlays be raised much above the $15 
billion ceiling, stricter controls and higher taxes would be a 
foregone conclusion. Strange as it may sound, such a prospect 
is distinctly distasteful to the Administration. Anything smack- 
ing of a semi-war economy is definitely not popular, and Con- 
gress will go along in this view. 

Silver Lining 

A glimmer of hope appears on another front where it is 
particularly needed. There is evidence that labor will tread a 
cautious course in approaching the “fourth round” tussle with 
industry. Recent scattered lay-offs in manufacturing plants 
are giving pause. The thought that the ultimate choice may 
be between higher pay rates and jobs is being brought home 
uncomfortably. While we are not trying to over-emphasize the 
so far meager “straws in the wind,” we do know that responsi- 
ble union leadership is taking ‘another look” at the economic 
situation before deciding on definite demands. The latter, in 
some industries, may turn out surprisingly moderate, and any 
future downtrend of prices, sietihesbiily living costs, conceivably 
could take much wind out of fourth round sales. Walter 
Reuther’s statement that labor prefers lower prices to fourth 
round wage boosts is significant. Labor has learned that higher 
wages invariably mean higher prices, thus offer no ultimate 
advantage. Government, additionally, can be expected to 
help tone down wage demands though not without insistence, 
at the same time, on lower prices. 

Overall it is becoming clearer that the flood of dire conjec- 
ture that followed the presidential elections will have to be 
revised a good deal, and mainly towards the optimistic side. 
Full confirmation of this will have to await the presidential 
proposals to Congress and the latter’s reaction; but the fore- 

‘going shows which way the wind is blowing. 


THE MAGAZINE OF WALL STREET 


ORTNY. RN 
u 





—_—S QD ed Oo OC US ee COS 


4 - S 


s-rnastss UB OT ft 


a 
ro 


30 





ih) 





The Business Analyst 





MONEY AND CREDIT—Common stocks rally listlessly after 
sagging to the lowest average level since week ended Feb. 28. 
Bank stocks for the most part remained weak during the past 
fortnight, reflecting continued disappointment over the Treas- 
ury’s failure to raise short term interest rates, and some un- 
easiness over a contra-seasonal contraction in bank loans. U. S. 
Treasury and foreign government dollar bonds, on the other 
hand, displayed a firmer tendency—the former reflecting a 
growing contidence in the Government's sincerity in its an- 
nounced intention to continue support of the market, and the 
latter in response to Washington's stiffening attitude to Russian 
recalcitrance. Meanwhile, the Treasury continues to apply mild- 
ly deflationary pressures upon the credit supply by paying off 
weekly, in cash, $100 million of maturing 4 term securities. 
As a logical aftermath of the great post-war splurge in the 
business birth rate, the number of new business incorporations 
each month is falling off at an accelerated pace. In October, 
new incorporations were 29.5% fewer than a year ago, com- 
pared with a decline of only 13% for ten months. 


TRADE—In consumer goods lines, supply has at last caught up 
with demand, and prices here and there are sagging. Depart- 
ment store sales have fallen below last year for five consecutive 
weeks, At the beginning of the fourth quarter, unfilled orders 
for woolen apparel fabrics were 29.6% smaller than a year 
ago, though the decline was mostly in men’s wear. Sales of all 
merchandise by wholesalers during October were 5% below 
last year. Grocery sales at wholesale were off 15%. 


INDUSTRY—Margin of annual increase in overall business 
activity has narrowed to 2%; though industrial production 
reached a new post-war high in October under still urgent 
demand for pall heouuat. 


COMMODITIES—Farm products prices continue to recover 
under spur of heavy government purchases. 


a. 
Uv 


There are many cross currents in the Business Picture to- 
day, despite a new peacetime high in industrial produc- 
tion recently reported for October by the Federal Reserve 
Board. In evaluating this report it should be recalled that the 
Board's index covers only manufacturing and mining, and thus 
represents only 40%, of the nation’s total production of goods 
and services. 





* * * 


Our own index of Business Activity, designed to provide 
an up-to-date measure of the total Gross National Product on 
a physical quantity, rather than dollar, basis, is still a little 
under its all-time high touched during the closing week of June. 
This index rose fractionally during the week ended Nov. 27, 
but less vigorously than a year ago, so that the margin of 
annual increase has narrowed to 2°%,. 

‘= * « 


The main prop to a high level of business activity is now, as 
always, an unsatisfied demand for Metal Products, as evi- 
denced by the tight demand-supply situation in non-ferrous 
metals and the new highs just registered by automobile and 
steel ingot production. 

* * 

The Commerce Department places the total market value 

of goods and services produced (the Gross National Prod- 


DECEMBER 18, 1948 


HIGHLIGHTS 

















MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 











75 
TOTAL LOANS & 
INVESTMENTS 
65 
55 








mel Rane evo’ 


y 
“A 







INVESTMENTS IN 


BILLION DOLLARS 


35 }—u s. GOVERNMENTS — 
MONEY IN CIRCULATION _e4,. 
$900 000005 500% 000, 00° bee” i cae 





25 
De 


TOTAL LOANS 








| 5 - a 
» eae EE oy aan oO * COMMERCIAL LOANS 





LIVIA TIT P 











JTFMAMITASOND J FMANIJASOND 
1947 


1948 











uct) during the third quarter at the annual rate of $256 billion 
—wup $6 billion from the second quarter. Adjusting this figure 
for the three-months’ rise in prices, it appears that the physical 
quantity of goods and services produced during the third 
quarter was virtually the same as as the second quarter. Our 
own index of Business Activity shows a nominal decline of 


2/10th of 1°, 


‘©. +4 

It is noteworthy, moreover, that expenditures for Personal 
Consumption during the third quarter were only $2 billion 
more than for the preceding quarter, against an expansion of 
$3.1 billion in the second quarter (both figures on an annual 


rate basis.) 
* * «* 


Government Expenditures, however, for the third 
quarter were at an annual rate of $4 billion above the second 
quarter, compared with expansion of only $3.6 billion in the 


second quarter. 
a 


Expenditures for business for Plant and Equipment and 
inventory building during the third quarter increased over the 
second quarter at an annual rate of $1.4 billion, compared 
with a dip of $1.1 billion in the second quarter. 

ame 

Wandering a few moments from our main topic into an 

interesting by-path, we note that the American Tel. & Tel Co. 
(Please turn to the following page) 


299 


























































































































Latest Previous Pre- . 
Wkor Wkor Year Peel PRESENT POSITION AND OUTL 
Date Month Month Ago Harbor 
DAILITARY EXPENDITURES—$b (@) | Nov. 1.16 1.08 1.04 1.55 (Continued from page 299) 
Cumulative from mid-1940_______ | Nov. 374.8 373.6 361.7 13.8 has just issued a report showing one of 
numerous material benefits accruing to 
FEDERAL GROSS DEBT—$b Dec. | 252.5 252.4 257.9 55.2 mankind from spending Profits to expand 
MONEY SUPPLY—$b and improve facilities. At the end of 1947 
Demand Deposits—94 Centers____ | Nov. 24 473 46.9 48.0 ~—-26.1_—‘| there were 60.6 million ‘phones in service 
Cnsenay to Chrailall Dec. | 283 283 28.8 10.7__ | throughout the world—4 million more than 
a year earlier. Of these the U. S. A., which 
BANK DEBITS—13-Week Avge. has only 6% of the world’s population, but 
New York City—$b Nov. 24 8.40 8.26 7.74 4.26 |has been among the least plagued with 
93 Other Centers—$b Nov. 24 12.97 12.90 12.12 7.60 | government regulation of profits, possesses 
nearly 60%. The average American last 
PERSONAL INCOMES—$b (cd3) Sept. 2u7 207 208 102 year held about one telephone conversa- 

Salaries and Wages_______|_ Sept. 139 139 126 66 tion a day. In Tunisia and Morocco, they 

Proprietors’ Incomes Sept. 50 50 45 3 phoned only about once in two months. 

Interest and Dividend Sept. 17 17 16 10 * * * 

Transfer Payments __________ | Sept. i " 21 3 When left-wingers denounce profits per- 
(INCOME FROM AGRICULTURE) Sept. 25 25 21 10 es the most eae wed i to take " 
GVEIAN EMPLOYMENT—m (eb Oct. 60.1 603. 592 51.8 | their propaganda is that they do not real- 

Agricultural Employment () Oct. 86 87 86 i “3 vc they = a ig : 

Employees, ‘Manufacturing (Ib) | Oct. 16.6 16.7 16.2 13.8 a. eee ed progress an yan ever ° 
ease tiga FI 58 58 54 46 ° : Ae a —— ving 
UNEMPLOYMENT—m (cb) Oct. 16 19 1.7 3.8 tandards by reducing production costs. 
a. =. = 
FACTORY EMPLOYMENT (1b4) Oct. 163 164 160 47 Coming back now to the main subject of 

Durable Goods Oct. 189 188 185 175 cross currents in the current business picture, 

Nea-Durable Goods Oct. 147 146 141 123 not a week passes without fresh — of 
FACTORY PAYROLLS (1b4) Sept. 382 375 345 98 slackening demand for various lines of 

Consumers’ Goods. Department Store 
FACTORY HOURS & WAGES (1b) Sales for five consecutive weeks have held 

Weekly Hours Oct. 40.0 39.8 40.6 40.3 | well below last year, reducing to 6%, the 

Hourly Wage (cents) Oct. 136.3 136.2 = 125.8 78.1 cumulative increase for the year to date. 

Weekly Wage ($) Oct. 54.64 54.18 51.05 = 32.79 | Merchants _ beginning to wonder if - 

holiday trade is going to come up to earlier 
RE Aeaetapete CIEE) mig a ee oe es Ae The “i a oer Board 

Retail (edib) —: SS ee drop to unseasonable 
COST OF LIVING (1b3) Oct. 173.6 174.5 1638 110.2 | weather; but some merchants suspect that 

Food Oct. 211.5 215.2 201.6 ~—«*113.1._-: | consumers who thought as were voting 

Clothing Oct. 201.6 201.0 189.0 113.8 | fora roll-back of prices may be holding off 

Rent Oct. 118.7 1185 1149 107.8 | to see if their dream comes true. It could at 

that, and without Government intervention; 
RETAIL TRADE—$b but hardly in time for Christmas. 
Retail Store Sales (cd) Oct. 11.58 11.06 10.94 4.72 * * * 
Durable Goods Oct. 327 «63.17 «2.99 1.14 October Sales by wholesalers were 5%, 
Non-Durable Goods Oct. 8.31 7.89 7.95 3.58 | below last year, with groceries declining 
Dep't Store Sales (mrb),___}_ Oct. 0.93 0.90 0.88 0.49 |15%. Unfilled orders for woolen apparel 
Retail Sales Credit, End Mo. (rb2)_ | Oct. 7.28 7.00 5.40 5.46 | fabrics at the beginning of the fourth 
quarter were 29.6% smaller than a year 
MANUFACTURERS’ ago, and the lowest for any like date since 
New Orders (ed2)—Total______._ | Sept. 272 25! 260 el 1940. Most of the decline was in men’s 
canes eS oe = i wid ni We wear, for which the drop in backlogs aver- 
— o wen oe. aged 50°. New orders booked by furniture 
Shipments (ed2)—Total Sept. 370 341 325 187 makers during November were 12°, below 
Durable Goods Sept. —~ = 342 227 last year, compared with a decline of only 
Non-Durable Goods Sept. 350 325 315 158 8°, for October. 

+ > 
SUNEES ve onEs, find Me. 5 533 52.5 4.4 28.9 To meet consumer resistance to high 
Totel—$b (cd) : “a “sa oR 167 |Prices, Shoe retailers are buying a larger 
Manstaderers es + 61 "3 41 _ | Percentage of footwear in low-priced styles, 
hice ag madi ie gee ° ogee g.| | and are making greater use of leather sub- 

psdh: that Siecks tek Sept. 24 23 22 14 _ | Stitutes for _ and per. 
BUSINESS ACTIVITY —1—pc Nov. 27 167.3 166.3 166.8 141.8 Of more serious import are indications of 

(M. W. S.)}—I—ap Nov. 27 190.4 189.2 187.1 146.5  |current and prospective slackening in de- 
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Wher Wier Year Peed PRESE ooK 
or or ear ea 
Date Month Month Ago Harbor nee POSES AND GUTS 
INDUSTRIAL PROD.—1—np (rb) Oct. 195 192 191 174 mand for Capital Goods. Machine tool 
Mining Oct. 159 156 155 133 new orders in October, for instance, were 
Durable Goods Mfr.________. | Oct. 230 224 223 220 16%, below last year and, on Nov. 1, there 
Non-Durable Goods Mfr._______. |_ Oct. 179 178 176 151 were 12°, fewer freight cars on order than 
CARLOADINGS—t—Total Nov. 27 723 857 792 833 a Lay earlier. Number of locomotives on 
Manufactures & Miscell Nov. 27 338 393 368 379 order, however, was up 69%. Engineering 
Mdse. L. C. L. Nov. 27 90 106 103 156 Construction awards in November were 
Grain Nov. 27 45 55 aa 43 valued at 5% less than in the like month 
ELEC. POWER Output (Kw.H.)m Nov. 27 5,374 5,627 4,983 3,267 last year, despite the stiff rise in construc- 
tion costs during the 12 months. Recently a 
SOFT COAL, Prod. (st) m Nov. 27 10.9 12.0 12.0 108 | slump has been reported in the iron foundry 
Cumulative from Jan, |_____ | Nov. 27 531 521 564 446 hee t which b b 
Stocks, End. Mo Oct. 69.0 676 503 61.8 | °uSINess, part of which may be to curb ex- 
’ pansion in year-end inventories. 
PETROLEUM— (bbis. ) m * * * 
} ns ng amen a = iz - a = ; Net additions to the Business Popula- 
Fuel Oil Stocks Nov. 27 86 84 5) 94 tion during the first half numbered only 
Heating Oil Stocks Nov. 27 85 84 62 55 43,000, compared with 152,000 in the like 
. or ~* ae pe period last year. New incorporations during 
Si eke y+ i 69k | ORT Wore 29.57, fener thon © your 
P ago, compared with a ten-months’ decline 
STEEL INGOT PROD. (st.) m Oct. 7.97 7.42 7.57 6.96 | of 13%. This decline is, of course, a natural 
Cumulative from Jan. 1______ | Oct. 73.0 65.0 70.2 74.7 | aftermath of the big initial post-war up- 
salman Gnaaieemete surge in the business birth rate. 
AWARDS—$m (en) Dec. 2 362 8! 214 94 : —— : 
Cumulative from Jan, |__| Dec. 2 6,738 6376 5,390 5,692 Profits, which in the aggregate are still 
: mounting to record heights, have not yet felt 
MISCELLANEOUS the impact of an incipient slackening in de- 
Paperboard, New Orders (st)t....... | Nov. 27 151 175 172 165 mand for capital goods, and dividend dis- 
Hosiery Production (pairs)m . | Sept. 143 138 149 150 husnaneaty auecitt-amentinn: Fas taan 
Footwear Production (pairs) m.......... | Sept. 42.0 41.4 40.8 34.8 P g- 2 
Pneumatic Casings Production—m...... Sept. 6.9 7.0 79 4.0 months ended Oct. 3] they wore 14%, 
Motor Vehicles, Factory Sales—t........ Oct. 492 414 436 352 above the like period last year, though 
Whiskey, Dom. Sales (tax gals.)m.... | Sept. 4.7 4.0 43 8.1 | October witnessed a gain of only 11%. 











b—Billions. cb—Census Bureay. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100), cd3—Commerce = 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—1!00), using Labor Bureay and 
Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—100). lb—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—NMillions. mpt—Ar Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. peo— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands. 
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No. of 1948 Ind (Nov. 14, 1936, Cl.—100) High Low Nov.27 Dec. 4 
Issues (1925 Close—1!00) High Low Nov.27 Dec. 4 100 HIGH PRICED STOCKS___._- 91.84 75.27 76.80 79.54 
312 COMBINED AVERAGE_____ 151.9 119.0 120.5 124.8 100 LOW PRICED STOCKS... 182.86 135.10 136.79 141.64 
4 Agricultural Implements an 240.) 178.8 188.0 192.6 6 Invest t Trusts 71.6 50.0 54.7 56.6 
Wt Aircraft (1927 Cl—100)__._ 193.5 134.3 149.3 156.6 3 Liquor (1927 Cl—100)___._ 843.5 637.7 682.0 702.2 
6 Air Lines (1934 Cl—i00)_ 515.6 342.1 342.1f 372.2 9 Machinery — > ———————«*S7.'5 128.4 128.4q 131.7 
6 Amusement __.___- -——s«*'06.8 73.0 75.3 73.5 3 Mail Order 25.5 89.8 97.5 101.0 
13 Automobile Accessories ____ 224.| 171.1 180.1 185.0 3 Meat Packing _- ——EEEEs—«*'' 2. 74.7 74.7¢ 77.4 
12 Aut bil 41.3 28.1 28.1d 28.9 13 Metals, non-Ferrous 189.1 138.0 152.9 153.0 
3 Baking (1926 Cl—100)__ 21.9 164 s‘18.2 19.1 4 Paper 487 34.1 35.5 374 
3 Business Machines _______ 297.1 224.7 229.5 227.6 25 Petroleum _.._________ 301.0 199.5 229.0 244.5 
2 Bus Lines (1926 Cl.—1!00)__ 168.4 129.6 129.6a 129.9 19 Public Utilities _.. «1124.9 97.8 101.2 103.1 
5 Chemicals _. «(267.1 218.0 218.0b 222.9 5 Radio (1927 Cl—i00)___.__ 30.6 17.8 21.9 24.0 
2 Coal Mining _-_ ———————« 28.9 14.7 18.9 19.0 8 Railroad Equipment 67.2 46.1 46.le 48.1 
4 Communication 56.1 36.6 36.6f 37.7 2@ Ralwacee ID 20.5 22.9 23.9 
13) Constecion: 2.0. 70S 55.9 55.9a 57.9 3 Realty 27.1 21.1 21.8 23.2 
7 Containers _.._ EE si346.0 = 263.5 263.5d 271.3 2 Shipbuilding _____ 146.1 102.8 123.0 126.4 
9 Copper & Brass____—s*'92«I 92.0 95.3 96.3 2 Sots Ovens | SIGS 303.5 303.5e 314.4 
2 Dairy Products __.__- ss 40.2 50.7 52.1 52.9 14 Steel & Iron 127.0 96.2 102.5 105.4 
5 Department Stores _..__-_ 71.9 53.5 53.5¢ 55.6 3 Sugar 54.7 44.8 47.2 47.0 
6 Drugs & Toilet Articles 184.4 140.2 142.7 146.5 2 Sulphur 281.9 206.6 254.9 259.2 
2 Fi Compani 268.3 199.4 235.8 240.5 5 Textiles 170.4 118.9 130.8 133.0 
7 Food Brands 177.6 147.3 148.1 147.3c 3 Tires & Rubber. 34.5 27.5 30.1 30.4 
2 Feod Stores 67.5 59.0 59.9 59.0 a ee |, 62.4 67.6 68.4 
3 Furniture 88.3 70.4 70.4a 70.9 2 Variety Stores __________ 327.8 286.9 298.4 302.9 
3 Gold Mining 772.7 515.1 515.1 521.3 17 Unclassified (1947 Cl—1!00) 109.8 89.6 89.6a 91.8 
New LOW since: a—1947; b—1946; c—1945; d—1944; e—1943: f—1942. 
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Trend of Commodities 





Farm products prices continued to recover during the past 
fortnight under the stimulus of heavy Government purchases. 
Last week the export quota on wheat and flour for the first 
three quarters of the current crop year was raised to 413 million 
bushels. If April-May-June shipments equal last year’s 100 
million for the fourth quarter, the year's total will top 500 mil- 
lion, Present prospects are that close to 700 million bushels of 
all grains will be exported in the 12 months ended June 30, 
1949, the largest total for any nation in all history. Even so, 
a next year will be abnormally large. While farm 
products prices advanced since our last issue, other groups 
within the Labor Bureau's index of 28 basic commodities con- 
tinue to ease off, in keeping with the customary time lag pic- 
tured in the chart below. Even among farm products, the drop 
this year in some instances has been spectacular. Lard is down 


now to 18 cents, from 29 cents in January; butter is off 30%, 
in primary markets which is stimulating its sale at the expense 
of margarine; hides are off 11 cents from last autumn’s high 
of 38 cents; prices for eggs are beginning to slip as plentiful 
feed encourages production. Lower prices for cotton, on the 
other hand are not increasing deinen Exports of cotton goods 
are slumping as European textile mills get back into high gear, 
Domestic consumption in October was 16%, below last year, 
With consumption declining and production mounting, the 
price of natural rubber has come down to around 20 cents. 
It brought 25 cents at New York as late as August. World pro- 
duction this year will be around 1.5 million tons, compared with 
the pre-war average of only 0.9 million. But consumption will 
be only a little more than pre-war, since the field is now divided 
almost 50:50 with synthetic. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Dec.6 Age Ago Ago Ago Ago 194! 


28 Basic Commodities _____ 303.9. 307.6 306.2 313.7 329.0 352.6 156.9 
tt Imported Commodities__ 273.1 280.1 278.4 282.7 284.0 306.6 157.5 
17 Domestic Commodities. 325.6 326.7 325.6 335.6 361.7 386.1 156.6 


RAW MATERIALS SPOT INDEX 
AUG. SEPT. OCT. Nov. 











——— 


MAGAZINE O 
WALL STREET 





























14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1948 1947 1945 1943 1941 1939 1938 1937 
High _____. 1622 164.0 958 92.9 85.7 783 658 938 
Low 149.2 1264 93.6 89.3 743 61.6 57.5 64.7 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dect 
Dec.6 Ago Ago Ago Ago Ago 194! 


- 7 Domestic Agriculture _ 320.9 317.6 320.6 344.5 393.5 407.2 163.9 


341.4 350.3 351.5 372.9 420.6 441.3 169.2 
279.9 280.9 277.9 279.2 276.6 292.2 148.2 


12 Foodstuffs 
16 Raw Industrials 


COMMODITY FUTURES INDEX 
AUG. SEPT. OcT, WN OV. 














DOW-JONES 
COMMODITIES INDEX 





























Average 1924-26 equals 100 
1948 1947 1945 1943 1941 1939 
168.83 175.65 106.41 96.57 84.60 64.67 
139.83 117.14 93.90 88.45 55.45 46.59 


1938 1937 
54.95 82.44 
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What A 50% Tax Rate 
Would Mean To Corporate 
Earnings 





(Continued from page 273) 


a study, we present in tabular 
form a number of enterprises in 
in sixteen various industries to 
show their respective dividends in 
relation to earnings after both the 
present 38% tax rate and one of 
50%. Provided no radical change 
occurs in economic conditions 
during 1949 and that industrial 
earnings remain fairly stable, ev- 
amination of our table will reveal 
that the majority of concerns 
listed could rather comfortably 
absorb a 50% tax rate without en- 
dangering their dividend stability. 
That this would be the case is of 
course attributable to the modest 
proportion of high earnings paid 
out by many concerns of late. 
It should be realized that a seem- 
ing ample dividend coverage un- 
der a 50% tax rate must be ap- 
praised in the light of the con- 
tinuing capital needs of any given 
concern, for in more than one in- 
stance on our table the chances 
for dividend stability would dim- 
inish because of this factor, even 
though the margin might appear 
to be satisfactory. 


The Automotive Industry 


Conditions in the automobile 
and allied industries promise well 
maintained prosperity for at least 
another year or so, and barring 
labor troubles or a restricted sup- 
ply of materials, operating profits 
of the leading units should expe- 
rience little change in 1949. Now 
that most of the postwar expan- 
sion and modernization programs 
undertaken by this group have 
been virtually completed, their 
need for retaining abnormally 
large amounts of earnings has 
been reduced. This in itself should 
tend to support dividends at cur- 
rent rates. 

_ It is interesting to note that the 
Imposition of a 50% tax rate in 
1948 for five companies we list 
would in no case have reduced the 
margin of net earnings over divi- 
dends to below double the required 
amount. General Motors would 
have been an exception to the rule, 
though this would hardly have any 
significant effect upon its dividend 
Policies. Furthermore, it should 
be kept in mind that we are deal- 
Ing with estimated rather than 
actual earnings and that the lat- 
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ter are more apt to be on the up- 
side than the reverse. In any event, 
confidence seems warranted that 
next year’s dividends of GM will 
remain comparable to those of 
1948. 

Had Borg Warner been forced 
to pay a 50% tax rate this year, 
estimated earnings of $9.60 per 
share would compare with divi- 
dend payments aggregating $4.50. 
Record demand for the well diver- 
sified products of this concern 
would have to shrink very unex- 
pectedly and fast to endanger its 
dividend stability, but the outlook 
for business in the coming year is 
excellent. 

Matched against earnings of 
$6.40 per share on a 50% tax 
basis, 1948 dividends of $1.75 paid 
by Studebaker thus far in the cur- 
rent year would have been un- 
questionably well protected, in- 
deed by the widest margin in the 
group. On the same basis, net of 
Eaton Manufacturing Company 
would have dipped to $9.63 per 
share without endangering divi- 
dends of $4. On balance, if the 
tax rate is raised no higher than 
to 50%, investors in the concerns 
we list in this group will have 
small ground to worry about a 
near term reduction in their divi- 
dend return. 

The companies appearing in the 
building materials group, how- 
ever, generally have paid out a 
more liberal share of earnings to 
their stockholders, and in some 
cases a tax boost such as assumed 
by us would not leave dividend 
stability on quite such a confident 
basis. Take Flintkote, for example, 
whose possible earnings of $5.50 
per share in 1948 would have 
shrunken to $4.40. This concern 
paid an extra dividend of 50 cents 
in December to make total pay- 
ments for the year $3 per share. 
This would have represented over 
68% of net with the higher tax 
rate, still rather liberal. 


A Cement Company 


Lone Star Cement directors 
have to pay out 80% of net earn- 
ings, at $4.50 per share, if a 50% 
tax rate had cut net to $5.60. On 
the other hand, the cement indus- 
try has unusually bright prospects 
for long continued high sales, its 
wage ratio is low and expansion 
plans are conservative. These fac- 
tors might warrant distribution 
of the liberal share of dividends in- 
dicated. Under ordinary circum- 
stances, shareholders in Johns- 
Manville might be worried if net 
earnings were reduced to $3 per 


share by higher taxes, for divi- 
dends would have absorbed 66% 
of net and the company has been 
a rather liberal borrower. In all 
probability, though, pretax earn- 
ings of this concern may expand 
sharply next year as a result of 
$60 million spent to reduce costs 
and expand production. Hence any 
threat to dividend stability would 
diminish. 
The Chemical Industry 


Under today’s abnormal condi- 
tions, quite a number of leading 
chemical concerns have distrib- 
uted a larger share of earnings 
than many other industries, 
though individual company poli- 
cies have naturally varied. In the 
current year, it is estimated that 
the eight large concerns on our 
table will have paid out an aver- 
age of 57% of net. With a 50% 
tax rate, this percentage would 
increase to about 72%. 

It is open to question, in most 
instances at least, whether so high 
a percentage would actually be 
paid under the impact of higher 
taxes though Allied Chemical, for 
instance, still shows excellent div- 
idend coverage and could well af- 
ford continuation of its old rate. 

Net earnings of the distillers 
group after allowance for a 50% 
tax rate, to judge from the four 
representatives on our table, 
would create a varying outlook 
for continuation of dividends at 
current rates. An adjustment of 
this sort for National Distillers 
might have reduced net per share 
to $2.80, compared with which 
dividends of $2 would appear 
somewhat top-heavy. If sharehold- 
ers received as much as $1.50 per 
share they probably could not com- 
plain. Adjusted net earnings of 
Schenley, Distillers — Seagrams 
and Hiram Walker—Gooderham 
& Wort, though, would cover divi- 
dends more than three times over 
in each case. Heavy inventories 
and extensive debts have held div- 
idends of the large distillers at 
very conservative levels, so that a 
tax rise would be offset by an 
ample cushion of earnings. 

Leading concerns in the electri- 
cal equipment and radio industries 
apparently would not have to alter 
their dividend policies if a moder- 
ate boost in taxes tends to shave 
their margins. General Electric 
Company would be paying out 
only 50% of net, Westinghouse 
Electric 39% and Philco 38%. In- 
dividual company problems of 
course might make these percent- 

(Please turn to page 309) 
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Using Retail Trade 
As Cyclical Barometer 





(Continued from page 284) 


in promotional activity and price 
mark-downs, moreover, may pre- 
vent a sliding off of volume to 
levels that would dictate a serious 
drop in new orders during the 
early part of next year. 

A closing rush of Christmas 
business is still expected by mer- 
chants throughout the country. 
Retailers cling doggedly to the one 
certain fact that income and em- 
ployment remain at levels which 
would justify optimism. The 
slump in recent weeks, they hold, 
is attributable to a series of fac- 
tors (previously outlined), the net 
effect of which can be discounted 
over the long run and which do 
not indicate any slipping of de- 
mand to a new and lower plateau. 


Need for Price Inducement 


Yet in spite of their avowed 
optimism, they do not minimize 
the element of price resistance, the 
tendency of buyers to hold out for 
bargain sales. Hence the tendency 
to announce such sales weeks be- 
fore Christmas rather than in Jan- 
uary. The continuation of consum- 
er buying apathy has many retail- 
ers believing that finally they are 
facing conditions that have been 
predicted widely and frequently 
for some time. .. strong consumer 
price resistance, greater selectiv- 
ity, and sharp competition. 

Thus with heavy holiday stocks 
on hand, merchants are resorting 
to cut-price promotions on virtu- 
ally all types of goods, some cuts 
ranging from 20% to 50%, ina 
strenuous effort to reduce inven- 
tories. Should trade continue to 
lag, this will be only part of the 
story. Stores will buy less new 
merchandise in the next few 
months than they had planned, 
meaning a drop in new orders for 
most consumer goods. And here is 
where the manufacturer comes in. 

Producers’ backlogs have been 
dropping steadily in most indus- 
tries for some time. Any curtail- 
ment of buying on the part of re- 
tailers will (1) force manufac- 
turers to produce for inventory, 
or (2) compel them to curtail 
their work week to meet the new 
conditions. Manufacturers insist 
that price reductions are not al- 
ways possible, with wages and 
raw material costs what they are. 
Still producers, principally in soft 
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goods, have made a considerable 
number of downward price revi- 
sions in recent months, and more 
may have to be made. 

In this connection, recent inven- 
tory trends reveal some interest- 
ing developments. September fig- 
ures, the latest available, show 
little change in stocks of non-dur- 
able goods manufacturers, but 
their composition reveals tenden- 
cies which, if they continue, are 
bound to have a marked effect. 
Total inventories at $16.37 billion 
at the end of September compare 
closely with the $16.36 billion fig- 
ure for the end of August. How- 
ever, stocks of purchased ma- 
terials declined to $8.0 billion 
from $8.2 billion, and more im- 
portant, finished goods stocks rose 
to $5.94 billion from $5.81 billion. 
Goods in process, on the other 
hand, remained unchanged at 
$2.33 billion. 

In themselves, these changes 
are small enough to be unimpor- 
tant. But if they indicate a trend, 
they could be quite significant, 
pointing to further accumulation 
of finished goods inventories and 
a consequent slowing in the pur- 
chase of raw materials. What’s 
more, these are September figures, 
hence do not reflect the status of 
today. The future trend, needless 
to say, needs close watching. 

In durable goods, as of Septem- 
ber, no accumulation of finished 
goods inventories is apparent, but 
again, we do not know how things 
are shaping up today. Evidence of 
slipping durable goods sales is ac- 
cumulating, thus December fig- 
ures may show a different picture. 
Already it is said that new orders 
have been falling off, and scat- 
tered lay-offs are continuing. 

As this is written, there are no 
complete figures available for de- 
partment store sales, on a nation- 
wide basis, during the first week 
of December. However, sales in 
New York City declined 7% in 
dollar volume from a year ago, 
according to the New York Fed- 
eral Reserve Bank, the fifth con- 
secutive weekly drop. Elsewhere 
in leading cities, the picture ap- 
pears mixed, pointing to the like- 
lihood of another weekly sales 
drop on a country-wide basis. This 
narrows the chance that a last 
minute sales spurt can effectively 
make up for the earlier lag. As it 
is, retail dollar volume so far is 
not only running below last year’s 
rate but is lower than in 1946. 

All of these developments do, 
however, not take into considera- 
tion today’s most important fac- 


tor in the business picture. What 
will the Government do? How will 
Government plans and programs 
affect the situation? Today, busi- 
ness seems to be in a real testing 
period in which December and 
January developments may well 
provide the answer to what’s 
ahead. Governmental decisions 
could importantly determine the 
future course. 





Spotlight on the Movies 





(Continued from page 293) 


if Paramount Pictures is well on 
the way toward stabilizing its op- 
erations. In this event, its shares 
at 21 seem reasonably priced, in 
view of the attractive yield and 
future appreciation possibilities. 
Should the company over the me- 
dium term readjust its capitali- 
zation in order to distribute to 
stockholders their proportionate 
ownership of theater holdings, it 
would merely be a transfer from 
one pocket to another, but consid- 
erable speculative interest might 
be aroused. 

Space limitations preclude a de- 
tailed discussion of all the con- 
cerns listed in our table, which 
shows the severe erosion of net 
income that has occurred during 
the recent period. For example, 
net income of Warner Brothers 
for fiscal nine months was off 
46% compared with the same pe- 
riod last year, R-K-O down 62% 
for six months and Loew’s, one of 
the soundest concerns in the in- 
dustry, declined 56% on a nine 
months basis. 

It is a safe assumption, how- 
ever, that the remedial steps 
taken to arrest this downtrend 
will find expression in progres- 
sive improvement from here on. 
In this respect it may be said that 
a turn has occurred in most cases, 
and may be nearby in others. 
Eventually this turn should be re- 
flected by a more confident mar- 
ket appraisal of motion picture 
shares. 


Our Dilemma: What China 
Policy Now? 








(Continued from page 281) 


particularly of the Liberals 
— and hence that there might be 
a coalition government at the be- 
ginning. Also the communists will 
need dollars and need them badly 
for the purchases of capital goods, 
to repair transportation facilities, 
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etc. For this reason they will have 
to continue to trade with the 
United States. In anticipation of 
this, many American concerns 
operating branches and subsid- 
jaries in China, are reported to 
be planning to stay. 

The real danger of the commu- 
nist victory in China in the im- 
mediate future lies in the encour- 
agement that it is likely to give 
to the communist fifth columns in 
Indo-China, Siam, Burma, the 
Netherlands East Indies, possibly 
even in India and Pakistan. With 
a few exceptions, there are strong 
Chinese minorities in all coun- 
tries of Southeastern Asia, and 
these minorities, according to 
some people, may become the 
spearhead of the communist drive. 
This, in fact, has already hap- 
pened in Malaya. 

In other words, communism 
may very well become, in the 
hands of the Chinese minorities, 
a medium for extending the 
Chinese sphere of influence, po- 
litical and economic, throughout 
Southeastern Asia. Many of these 
countries were, of course, under 
some form of Chinese suzerainty 
in the past — prior to the colonial 
era. 

There is an interesting specula- 
tion as to the likely evolution of 
Chinese communism. It is claimed 
that it may evolve differently 
from the Russian brand, to suit 
better the agrarian type of the 
East Asiatic society. Whether the 
Russian and Chinese form of 
communism would then eventu- 
ally clash is another story. 

China, like most of Asia is go- 
ing through a social, economic, 
and political revolution. Under 
ordinary circumstances, the Chi- 
nese revolution is fundamentally 
a matter for the Chinese people 
to decide. Unfortunately, because 
of the cold war between the East- 
ern and the Western World, the 
Russian intervention in China 
must be neutralized by interven- 
tion of our own. This has, and 
may yet further impose heavy 
burdens on us. 

: Needless to say, our future pol- 
icies should be based solely on our 
own interests and those of a suc- 
cessful countering of the commu- 
nist menace. There can no longer 
be any question of “pulling chest- 
nuts out of the fire” for others, nor 
—in the interest of a constructive 
China policy—any return to the 
semi-colonial approach that has 
characterized the attitude of some 
other nations. 
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Concentration of 
Economic Power in Hands 
of Insurance Companies 





(Continued from page 275) 
for the first time since 1942 repre- 
sented the largest block of policy 
holder funds producing income. 
During the month of September 
alone, the life companies reduced 
their holdings of Governments by 
some $281 million, while adding 
about $148 million utilities, $21 
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BOTTLE 


Any man will be flattered to receive this “gift 
of the year”... magnificent Sir John Schenley 
in this handsome square decanter, personalized 
with his golden initials... and beautifully 
packaged in a de luxe gift carton. Take your 
“special” gift list to your liquor dealer now — 
his supply is limited. 


million municipals, $150 million 
mortgages and $81 million of in- 
dustrial securities. 

In scanning all of these trends, 
especially in view of the sizable 


amounts involved, the Federal 
authorities and many leading 
bankers have become uneasy. 


Washington policies to peg Gov- 
ernment bond prices and to main- 
tain easy money markets have 
stimulated the life companies to 
substitute higher income produc- 
ing securities for their Federal 
bonds, and the process has been 
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! The directors have declared a 

regular quarterly dividend of 
50¢ a share and a special divi- 
dend of 50¢ a share on the com- 


December 3, 1948 











a 


Keatrice Foods Co, 


DIVIDEND NOTICE 








mon stock, both payable January 
3, 1949 to shareholders of record 
December 14, 1948. 


C. H. Haskell, President 
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~ PLASTICS @ 


CELANESE 


CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N. Y. 


HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable January 1, 1949 to 
holders of record at the close of busi- 
ness December 17, 1948. 


7% SECOND PREFERRED STOCK 


The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable January 1, 1949 to holders of 
record at the close of business De- 
cember 17, 1948. 

COMMON STOCK 


60 cents per share, payable Decem- 
ber 31, 1948 to holders of record at 
the close of business December 17, 
1948. 


R. O. GILBERT 
Secretary 
December 7, 1948 














The New York Central Railroad Co. 
New York, December 8, 1948. 

A dividend of Fifty Cents ($.50) per share 
on the capital stock of this Company has been 
declared payable January 15, 1949, at the Office 
of the Treasurer, 466 Lexington Avenue, New 
York 17, N. Y., to stockholders of record at 
the close of business December 22, 1948. 





G. H. HOWE, Treasurer. 








simple because the insurance con- 
cerns, like the banks, have found 
an immediate taker in the Federal 
Reserve Banks. The commercial 
banks, however, have been in- 
creasingly subjected to curbs in an 
effort to check inflationary forces, 
and themselves have lined up vol- 
untarily to keep a more cautious 
eye on corporate borrowings. In 
contrast, the life insurance com- 
panies seem to be taking business 
away from the banks right and 
left and presently are immune 
from Governmental pressure as to 
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the magnitude of their trans- 
actions. 

In rebuttal, the life insurance 
executives recently had a chance 
to express their side of the subject 
before a meeting of the New York 
general legislative committee pre- 
sided over by State Senator 
Walter J. Mahoney. Among other 
speakers, Leroy A. Lincoln, presi- 
dent of Metropolitan Life Insur- 
ance Company pointed out that 
concerns in his field compete on a 
rational basis with all other forms 
of investors and that they func- 
tion principally as_ creditors. 
Where they have built, and oper- 
ate, large housing projects or are 


.temporarily forced to take pos- 


session of real estate through de- 
fault, the situation is different. 
But the limitations of so many 
state laws that preclude the pur- 
chase of equities by insurance 
companies, curtail the privilege of 
voting power in most of their in- 
dustrial investments. As primary 
advantages to borrowers, Mr. Lin- 
coln mentioned the speed with 
which private placements could be 
negotiated, the flexibility of lend- 
ing terms, and substantial cost 
savings. 

More recently, Representative 
Celler, slated to become Chairman 
of the House Judiciary Committee 
in the new Congress, has an- 
nounced that priority will be given 
to a Bill to provide Federal regu- 
lation of insurance companies, 
and the aim will be to bring them 
under the anti-trust laws. The 
Congressman claims that through 
concentration of economic power 
and self perpetuation of officers 
and directors, the insurance con- 
cerns are able to formulate poli- 
cies stronger than those of the 
Government itself. An effort evi- 
dently will be made to combine 
state and Federal controls along 
lines that will have to be worked 
out. Much skepticism, however, is 
expressed by informed observers 
as to the prospects of establishing 
any such legislation, for it has 


been invariably met by strong re- 
sistance by a majority of Con- 
gressmen in times past. 

That there is an enormous con- 
centration of economic power in 
the hands of the insurance com- 
panies has always been indubi- 
table, and as it steadily increased, 
the natural result has been a peri- 
odic resurgence of criticism. The 
same thing has been true of big 
business in any form, whether ap- 
plied to industrial giants or to 
multi-billion dollar banks. All de- 
pends upon how this transcendent 
power is utilized or may be em- 
ployed in the future under varying 
conditions. 

The historic performance of the 


. insurance companies, safeguarded 


by strict state laws, has been out- 
standing from the viewpoint of 
their policy holders. Unlike other 
segments of the economy, also, the 
fact that five huge concerns have 
grown faster than hundreds of 
competitors has aroused no dis- 
turbance, either on an inter-com- 
pany basis or among the poli- 
ticians. Beyond question, how- 
ever, the concentrated investment 
and lending power of the leading 
life companies, even in prewar 
about half that of the combined 
banks, is so great that proponents 
of some form of Federal controls 
have a strong basis for their con- 
tentions, especially if Government 
Planning on a broad scale should 
be intended to keep the economy 
on an even keel. 


Official Action Warranted? 


On the other hand, the leading 
insurance executives are alert to 
the dangers of inflation and have 
voluntarily discussed their invest- 
ment policies with Washington top 
officials. The question now arises 
whether, if opinions differ, the 
ultimate say-so will rest with the 
Administration, or in any event 
be legally placed into official 
hands. Most observers will agree 
that to pump more than $3 billion 
within nine months into the econ- 
omy for industrial expansion and 
modernization has been a major 
contributing influence to inflation, 
and as all but $257 millions repre- 
sented new debt formation by the 
borowers, the impact of any future 
depressive period might bring a 
lot of trouble. 

On the other side of the picture 
is the fact that due to the scarcity 
of new risk capital, mere reliance 
upon retained earnings would 
have precluded the spectacular 
rate of gains in productivity and 
employment throughout the post- 
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war economy. In other words, if 
the present boom was desirable in 
its proportions and the borrowing 
proclivities of industry have been 
commendable, the big life com- 
panies that furnished such liberal 
funds did a constructive job. 

When bad times arrived in past 
years, though, and numerous bond 
issues defaulted, especially in the 
railroad field, insurance company 
creditors assuredly exerted a 
powerful influence in shaping re- 
organizations. It is possible that 
this may recur again if any of the 
large industrial borrowers should 
find difficulty in servicing their 
large commitments with the life 
companies, but in this respect 
there would be the same situation 
if the problems of thousands of 
scattered stockholders were left 
for solution to a bank trustee, 
were the funds borrowed from 
investment channels. 


Want Restrictions Liberalized 


Interestingly enough, what the 
insurance companies would like 
and have long fought for, if new 
legislation in any- form seems 
needed, is a liberalization of their 
investment restrictions to permit 
purchase of a much larger propor- 
tion of equities. In only seventeen 
states presently are insurance 
companies allowed to include com- 
mon stocks in their portfolios, al- 
though full freedom in this respect 
is accorded to all other types of in- 
vestment companies. True, as of 
September 30, 1948, the life com- 
panies held a total of $1.45 billion 
stocks of one kind or another, but 
the bulk of these were preferred 
or utility issues. 

Perhaps no better informed or 
more astute investment managers 
could be found than those em- 
ployed by the large life companies. 
To judge from the very sizable 
loans granted to certain outstand- 
ing industrial concerns by these 
experts, confidence in the well sus- 
tained earning capacity of these 
enterprises is emphatic. For this 
reason it appears certain that the 
life companies would come rapidly 
to the front in supplying very 
large amounts of venture capital 
rather than loans to some of these 
present borrowers if more liberal 
laws would permit. 

From an overall viewpoint, of 
course, even more. preferable 
would be the creation of conditions 
that would stimulate the flow of 
risk capital by individual inves- 
tors. Since moves in this direction 
center largely on tax measures, or 
to be more exact, on reduction of 
DECEMBER 
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PREFERRED DIVIDEND— 


COMMON DIVIDEND— 








WARD BAKING COMPANY 


The Board of Directors has declared the following dividends: 


The quarterly dividend of $1.37'2 a share on the Preferred © 
Stock payable Jan. |, 1949 to holders of record Dec. 13, 1948. 


A quarterly dividend of 25 cents a share on the Common Stock 
payable Dec. 27, 1948 to holders of record Dec. 13, 1948. 


YEAR-END EXTRA DIVIDEND— 
An extra dividend of 85 cents a share on the Common Stock 
payable Dec. 27, 1948 to holders of record Dec. 13, 1948. 


L. T. Melly, Treasurer 


TIP-TOP| 475 Fifth Ave., New York City 
December 2, 1948 





WARDS /| 
TIP-TOP 








the tax burden that has handi- 
capped private capital formation 
and reduced the return from stock 
investments (through double tax- 
ation, for instance), no early de- 
velopments of this sort are likely 
so long as the need for large tax 
revenues remains. Yet in the long 
run, a selective approach to this 
problem, even today, might prove 
a good thing. 
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responsible for an indicated third 
quarter profit of $775,690. 

Sales and income for the nine 
months period totalled $71,404,- 
956. Cost of sales and other ex- 
penses for the same period totalled 
$71,703,776. The company’s un- 
filled orders on September 30, 1948 
totalled $327,041,000, principally 
for B-50 Super-fortresses, C-97 
Stratofreighters and commercial 
Stratocruisers. Still under nego- 
tiation are contracts for additional 
quantities of B-50 and B-54 
bombers and B-47 Stratojet 
bombers for the U. S. Air Forces. 


M. Lowenstein & Sons, Inc. 
“Please furnish sales volume, profits 
and dividends of M. Lowenstein & Sons, 
Ine.” 
A. E. Appleton, Wisconsin 


Total sales of M. Lowenstein & 
Sons, Inc., manufacturers of popu- 
lar priced cotton goods, for the 
nine months ended September 30, 
1948 amounted to $93,448,778 and 
this showed.an increase of 40.7% 





UNION CARBIDE 
AND CARBON 
CORPORATION 


UCC 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable January 3, 1949 to 
stockholders of record at the close of 
business December 10, 1948. 


MORSE 6G. DIAL, 
Secretary and Treasurer 








——ding 


Allied Chemical & Dye Corporation 
61 Broadway, New York 


November 30, 1948 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 111 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable December 20, 1948, 
to common stockholders of record at the 
close of business December 10, 1948, 
W. C. KING, Secretary 








THE TEXAS COMPANY 


A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares 
of The Texas Company has been declared 
this day, payable on January 3, 1949, 
to stockholders of record as shown by 
the books of the company at the close 
of business on December 10, 1948. The 
stock transfer books will remain open. 


L. H. LINDEMAN ¢ 
Treasurer 








185th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








November 19, 1948 





above those of the comparable 
1947 months. Including inter-com- 
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Phillips Petroleum 

Chesapeake & Ohio Pub -E.&G.J 

. Edis., Socony Vacuum Oil 
Cons. Edis., N. Y Stand. Oil, Calif. 
Cons. Nat. Gas Stand. Oil, N. J 
Gen. Motors Stand. Oil, Ind 
Int. Tel. & Tel. Texas Co. 
Kennecott Trans. & West. Air 
Pan Am. Airways U. S. Steel 
Paramouht Pict Warner Bros. 
Penna. R.R. Western Union 
Pepsi-Cola F. W. Woolworth 


Babson’s opinion on these widely 
held stocks may save you losses. 
Simply check those you own, or 
list 7 others you own, and mail this 
ad tous. We will tell you if clients 
have been advised to Hold or 
Switch them. 


No cost or obligation 
Write Dept. M-70 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
_—?— AX A AAA 





pany transactions, the total sales 
for the three quarters this year 
were $134,186,855, 31.2% higher 
than a year earlier. Operations in 
the first nine months of 1948 pro- 
duced earnings of $12,631,966, 
against which was charged $2,- 
500,000 for contingency reserves, 
leaving a net income of $9.90 per 
share on the company’s 1,023,431 
common shares outstanding. In 
the corresponding 1947 period, the 
net per common share on 1,000,- 
000 shares was $7.94 a share, 
after a contingency reserve of 
$2,000,000. 

Net sales in the third quarter of 
$23,884,563 were 18.98% greater 
than in the same months of 1947. 
Earnings in this year’s third quar- 
ter, after preferred dividends, 
were $2.02 a share on 1,023,431 
common shares, as against $2.34 a 
share, after reserve of $1,000,000 
on the 1,000,000 shares outstand- 
ing a year earlier. 

Dividends including extras to- 
talled $3.25 per share as of No- 
vem 15, 1948. 





A Turning Point in Inflation 
—Is It Really at Hand? 





(Continued from page 271) 


and-dried answer to the question: 
Have we reached a turning point 
in inflation? This simply because 
of the uncertain factor of future 
Government spending and poli- 
cies. Were the answer left to ex- 
isting natural forces alone, it 
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would most certainly be in the 
affirmative. It may be anyhow. 

What we so far witnessed was 
adjustment, but the adjustment 
was not wholly the result of catch- 
ing up with demand. Much of it 
was due to declining effective de- 
mand, for reasons outlined before. 
But the boom, and with it infla- 
tion, has started to turn several 
times in the past only to get a new 
shot in the arm from the Govern- 
ment, and this may happen again, 
for Washington is hardly desirous 
to replace an upward spiral with a 
downward one. What it wants is 
to arrest inflation, as well as keep 
from stumbling into too much de- 
flation. Thus if business should 
actually begin to slip, it would be 
no surprise if the present defense 
ceiling would be raised as a 
counter-acting measure and this 
of course would tend to halt in- 
cipient deflation on an overall 
basis, though in individual sectors 
of the economy the trend would 
be difficult to stop. 

For the time being, such au- 
thorities as the Federal Reserve 
Board, while seeing more and 
more deflation developing, still 
hold that the predominant influ- 
ence remains inflationary. The 
belief is that steel shortages and 
Government spending are the key 
inflationary forces and that ex- 
cept for isolated cases, business- 
men even in lines now shaky will 
refuse to cut prices much until 
there is sufficient unemployment 
to reduce buying power on a 
greater scale. This may well hap- 
pen but if it does, it may then be 
too late to arrest the downtrend. 

Initial Phase of Disinflation 

In the writer’s view, our econ- 
omy has entered the initial phase 
of postwar deflation. Perhaps a 
better word might be disinflation, 
a gradual drawing away from in- 
flation. Barring a stepping up of 
Government spending beyond 
presently contemplated limits 
($15 billion for defense and $4.5 
billion for ECA), this trend is 
likely to continue though hardly 
in a drastic manner. Nor will it 
go too far as long as the Govern- 
— keeps spending as it now 

oes. 


The boom, though somewhat. 


wobbly, is still rocking along at a 
high rate and no marked letdown 
in activity is anticipated, but 
cross currents are likely to in- 
tensify. Least robust at present is 
retail trade where deflationary 
pressures concentrate. Capital 
goods activity, supported by Gov- 


ernment outlays, will probably re- 
main substantial though private 
capital spending will be lower, 
The building boom is likely to 
continue at a satisfactory rate 
next year though it may have to 
rely increasingly on public con- 
struction. High building costs 
could seriously upset private resi- 
dential building activity. Most 
consumer goods industries face a 
definite tapering off, accompanied 
by scattered and mostly small 
lay-offs of the type now frequent- 
ly occurring. The trend of em- 
ployment will be interesting to 
watch; available data showing lit- 
tle change from recent record fig- 
ures may not fully reflect the 
present situation. 


New Orders Slowing 


New orders have been coming 
in with greater hesitation, so far 
perhaps expressing primarily the 
desire of manufacturers to keep 
year-end inventories low but in 
part also due to the lag in con- 
sumer buying. Should the latter 
continue, widespread inventory 
liquidation might ensue, enhanc- 
ing downward pressure on prices. 

As far as the monetary side of 
inflation is concerned, the Treas- 
ury’s recent failure to lift its 
short term borrowing rate from 
114,% to 134% has its intéresting 
aspects. In the minds of some, it 
is being connected with the un- 
usual seasonal decline of demand 
for funds by business, and the ap- 
pearance of stronger deflationary 
trends in the economy. Both im- 
ply that money automatically will 
become cheaper, and if deflation 
really develops further, cheap 
money will again become a major 
aim of the fiscal authorities to 
prevent it from going too far. By 
the same token, however, it can 
also be assumed that the fiscal 
authorities are conscious of the 
international uncertainties and of 
monetary demands that may arise 
from them. 

To sum up: Recent downward 
price trends must be regarded 
with satisfaction, and the pros- 
pect is that a further if irregular 
downtrend will continue in many 
lines, making for a healthier and 
better balanced price structure, 
provided that inordinate Govern- 
ment spending doesn’t halt or re- 
verse the trend. Inflationary pres- 
sures are definitely waning, call- 
ing for fewer rather than more 
economic controls to combat a 
danger that now seems constantly 
losing in force. 
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The New Cities Service — 
An Investment Audit 





(Continued from page 290) 


plies from Cities Service Gas 
Company and distributes gas to 
communities in Kansas, Okla- 
homa, Nebraska and Missouri. 
Development of these units ac- 
counted for growth in the percent- 
age of gas business last year to 
more than 11 per cent of gross 
revenues. 

In addition to these units in the 
company’s system, operations .of 
Arkansas Natural Gas are in- 
cluded from an operating stand- 
point. Cities Service owns almost 
871,000 shares of 6 per cent pre- 
ferred as well as 24 per cent of the 
Class A stock and 75 per cent of 
the Class B shares. This company 
is involved in compliance with the 
SEC divestment order because 
one of its units is engaged in re- 
tail distribution of natural gas. 
Outcome of the adjustment is un- 
certain, but meantime earnings 
from dividends received by the 
parent are substantial. 


Crude Oil Reserves 


Comparisons between Cities 
Service and other popular repre- 
sentatives of the oil industry are 
difficult because of the fact that 
the former is a holding company. 
Crude oil reserves of the major 
producing subsidiary are esti- 
mated to have increased to around 
275 million barrels or more, and 
on the basis of general trade con- 
ditions, it is estimated that the 
properties might have a net worth 
to the parent company of close to 
$200 million. Natural gas proper- 
ties are believed to be valued in 
excess of $100 million. The invest- 
ment in Arkansas Natural Gas 
securities have a market appraisal 
of close to $34 million. The invest- 
ment through Empire Gas & Fuel 
in 1,257,977 shares of Richfield Oil 
has a market appraisal of close to 
$30 million. Real estate, working 
capital and other assets probably 
would come to more than $50 mil- 
lion. Altogether, assets applicable 
to the parent company appear to 
have a reasonable valuation of 
about $400 million, not taking into 
consideration public utility prop- 
erties which would be segregated 
in complying with SEC directives. 

Although there is little point in 
endeavoring to calculate breakup 
values in a situation such as this, 
since liquidation of the parent 
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company is not in prospect, it is 
interesting to note that after pro- 
vision for parent company indebt- 
edness of about $172 million, there 
remains a substantial net worth 
available for the 3.7 million shares 
of common stock. Such assets 
might seem very reasonably ap- 
praised in the neighborhood of 
$50 to $60 a share. 


Modest Appraisal of Earnings 


On an earnings basis, on which 
comparison with other oil equities 
is more easily made, Cities Serv- 
ice is modestly appraised. With 
1948 earnings indicated at $16 to 
$17 a share, compared with $10.93 
a share in 1947, the stock has been 
selling lately at less than three 
times prospective share earnings. 
Other popular stocks in the group 
have been appraised in the market 
at five, six or seven times earn- 
ings. In the case of Barnsdall, for 
example, for which earnings were 
officially estimated at slightly 
more than $6 a share, the market 
evalued the shares at seven times 
earnings. 

Consolidated earnings have 
been enlarged this year by price 
increases of crude that occurred 
toward the end of 1947, account- 
ing for inventory appreciation 
this year to some extent. This fac- 
tor explains the gradual down- 
trend in profits in the first three 
quarters. For the first three 
months, for example, earnings 
approximated $5.40 a share, for 
the June quarter net dipped to 
$4.25 a share and for the Septem- 
ber period earnings were reported 
at $3.49 a share. With costs con- 
tinuing to rise and buyers show- 
ing reluctance to follow scattered 
price boosts, it seems likely that 
earnings may return to more 
nearly normal levels. 

Inasmuch as Cities Service is a 
buyer of crude on balance, it is to 
the company’s advantage to see 
that the margin on refining and 
marketing operations is main- 
tained. Advances in crude prices 
are of no particular benefit over 
the long term. 

With development of produc- 
tive resources, operating subsidi- 
aries have established relatively 
high earning power even under 
more keenly competitive condi- 
tions. It would seem reasonable to 
consider net profits in the $8 to 
$10 a share area as excellent and 
not difficult of achievement. Such 
a showing would afford wide 
coverage for the regular $2 an- 
nual dividend as well as for extras 
such as the $1 a share recently ap- 
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proved for the current year. In 
fact, it would appear well within 
reason to look forward to estab- 
lishment of a more liberal regular 
dividend rate of perhaps $3 a 
share annually. 

All in all, Cities Service has 
made outstanding progress in the 
last four or five years in simplify- 
ing its structure and strengthen- 
ing its competitive position in the 
industry. Management has evi- 
denced its intention to bolster its 
marketing operations. A good 
start has been made in moderni- 
zation of retail distribution facili- 
ties, but much further progress in 
this direction is contemplated, 
since emphasis is being placed on 
gasoline distribution — the item 
accounting for 45 per cent of sales. 
volume. 





What a 50% Tax Rate 
Would Mean 
to Corporate Earnings 





(Continued from page 303) 


age yardsticks unreliable but in 
general they look encouraging. 
Under ordinary conditions, divi- 
dend security would be considered 
well assured if no more than half 
of net earnings were passed on to 
stockholders. Due to near comple- 
tion of new facilities, many con- 
cerns in this field henceforth will 
have less need for retaining a 
major portion of earnings in their 
business. 

Producers of railway equipment 
as a rule might have to become 
less generous in the amount of 
dividends they distribute if tax 
handicaps were to reduce their 
earnings as discussed. In scanning 
the five concerns on our table in 
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Beneficial 


industrial Loan 


Corporation 
DIVIDEND NOTICE 
Dividends have been declared by 
the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81!/, per share 


$4 Dividend Series of 1948 
$1 per share 


(for quarterly period ending 
December 31, 1948) 


COMMON STOCK 
$.37!/, per share 
The dividends are payable Decem- 
ber 29, 1948 to stockholders of rec- 
ord at close of business December 
18, 1948. 


December 7, 1948 


PuHitip KapPINAs 
Treasurer 








Allied Chemical & Dye Corporation 
° 61 Broadway, New York 
December 10, 1948 
Allied Chemical & Dye Corporation 
has declared a special dividend of 
Three Dollars ($3.00) per share on 
the Common Stock of the Company, 
payable December 28, 1948, to common 
stockholders of record at the close of 
business December 20, 1948. 
W. C. KING, Secretary 





this industry, it looks as if four 
of them at least would fall in this 
category. New York Air Brake, 
though, might feel warranted to 
pay dividends as now at $3 per 
share if higher taxes reduced net 
to $5.20 compared with an esti- 
mated $6.50 for 1948. Westing- 
house Air Brake, American Brake 
Shoe and American Car & Found- 
ry would be paying out an ap- 
parently over-liberal share of 
earnings if dividends were paid 
with no change in the current rate. 
Allowance must be made in scan- 
ning the statistics of American 
Car & Foundry, for the net earn- 
ings shown were for the fiscal year 
ended April 30, 1948, whereas the 
$3 dividend was declared later in 
the fall. Volume of this concern 
has almost doubled during recent 
months and the dividend undoubt- 
edly was based upon improved 
earnings. As for Pullman, too 
much emphasis must not be placed 
on the reduced margin shown if 
taxes were lifted, because this con- 
cern is very flush with more cash 
than it knows what to do with. 


If earnings of the leading steel 
concerns continue at anywhere 
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near present levels, their dividends 
on the basis paid this year would 
be exposed to little threat if tax 
rates were lifted as outlined. Dis- 
tributions by United States Steel, 
for example, would represent only 
55% of net if the latter were 
shaved to around $9.20 per share. 
Furthermore, the actual earnings 
of this concern, as well as most of 
the others, will probably be sub- 
stantially understated by deduc- 
tions for under-depreciation, not 
to mention other special reserves. 
Even allowing for all of these fac- 
tors and a higher tax rate, Bethle- 
hem Steel would be paying out 
only 38% of net and National Steel 
a modest 35%. 


The Textile Industry 


Provided a fair degree of pros- 
perity continues in the textile in- 
dustry, many leaders in this group 
would not be seriously affected if 
their taxes were moderately in- 
creased. We list five outstanding 
concerns to show how various tex- 
tile manufacturers would fare if 
the tax rate were stepped up from 
38% to 50%. Net of American 
Woolen would probably show 
around $13.50 per share or $5.50 
more than the $8 dividends paid. 
Conceivably this might influence 
a slight reduction in the rate but 
this is anyone’s guess. As for 
Celanese, American Viscose and 
Burlington Mills, higher taxes 
alone could hardly bring lower 
dividends in their wake. Cannon 
Mills, however, has been distribut- 
ing more of its earnings than some 
of the others and if net were 
shaved to 6.40 per share, dividends 
of $5.25 might seem too liberal. 


In summary, concerns that cur- 
rently show above-average liber- 
ality in their dividend policies 
would be most exposed to the im- 
pact of higher taxes, although in 
very few instances would the divi- 
dend rates have to be cut more 
than moderately. The current 
widespread apprehension of in- 
vestors created by conjecture 
about higher corporate taxes 
seems to be largely unwarranted, 
if one examines what might occur 
to the great majority of concerns. 


Even as we write, experts in 
Washington are predicting that 
the 1949 Federal surplus may sur- 
prise everyone by topping $3 bil- 
lion, in contrast to a deficit of $1.3 
billion anticipated by President 
Truman a few months ago. If so 
the chances are at least good that 
no tax boosts will prove necessary, 


and if any are forthcoming, they 
could well be at a lower rate than 
the 50% we have arbitrarily as- 
sumed for the purpose of this 
study. 





As | See It! 
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the dollar — would be a direct in- 
vitation to “flight from the dollar.” 
There might well ensue a tremen- 
dous rush to convert not only cur- 
rency but government bonds and 
other liquid assets, demoralizing 
the entire economy. In short, gold 
hoarding might become an evil 
and disruptive practice particu- 
larly in the present inflationary 
era. 

All of which would make no 
sense, because it isn’t necessary at 
all. The dollar is still the world’s 
soundest currency not only be- 
cause of its heavy gold coverage 
but because it is the only currency 
with which one can buy every type 
of goods. Hence the world’s greed 
for more dollars; to many coun- 
tries, compared to dollars, gold is 
strictly secondary except as a 
means to obtain dollars. 


Naturally, a Russia straining to 
boost its gold production to the 
utmost would greatly welcome a 
higher gold price, not only because 
its gold would then bring more in 
terms of dollars, or American 
goods, but also because the result- 
ant automatic increase in the 
value of the Russian gold hoard 
would enormously facilitate what- 
ever monetary and financial 
manipulations the men in the 
Kremlin would see fit to undertake. 


As far as we are concerned, our 
interest lies in keeping the dollar, 
and thereby our economy, sound. 
Neither raising the gold price nor 
restoration of convertibility would 
keep it so. It would benefit a few 
but not the nation as a whole. A 
free gold market might provide a 
haven for uneasy wealth, but in 
the long run it would also tend to 
destroy the savings of the masses. 
Above all, it would be wholly im- 
practical to entrust the manage- 
ment of the money supply more or 
less to “mob psychology” as it 
would be if we had redeemable 
money. In our next issue, we shall 
have more to say on this matter of 
gold. Don’t miss it, for what may 
or may not be done about gold 
will be of vital importance to you, 
and to all of us. 
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Investment Program 
-Provided by THE FORECAST 
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In this new market setting when the investment action 
you take is vital to preserving and building capital and 
income... we suggest that you turn to THE FoRECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. FoRECAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 


Our weekly market forecast . . . with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 
Securities selected are carried under our continuous 
supervision in speciali programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or 

Sound selection and proper tim- 





given which you can apply to 


ing keynote Forecast SERVICE. 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 


Our 


A ssurance 4. 


to you of satisfactory 
service is based on... 


—Our substantial growth in clientele over 


Continuous Consu!tation 


You are welcome to consult us 
. . . by mail or by wire... on 
securities in which you are im- 


Market - Support Indicator the past few years; terested . . . as many as 12 at 
measuring supply and demand. —Our staff and facilities; a time... to place and main- 
The latter warned of the 1946 —Our outstanding record .. . better than the tain your portfolio on a sound 
break six weeks ahead ... and yn ; basis. We will advise you what 
has gauged the movements of —Our more than 31 years experience; to hold .. . switch . . . or close 
1947-1948 with high accuracy. —Our high renewal percentage. We want to out. 








2. Definite Advices on Intrin- 


serve you so you will make The Forecast a 
permanent part of your investment program. 





Tax Savings . . . We will serve 











sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
chiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 


you in capitalizing on tax sav- 
ings up to 25% . . . establishing 
short term and long term gains and losses . . . taki ; 
advantage of price and value disparities. This persona 
advice alone can readily be worth many times our mod- 
erate fee. 


Enroll NOW to receive our selections of bargains in 
“11 Stocks for Substantial Profits in Early 1949”. . . all 
dividend-payers with an average yield of $3.35 or 8.4% 

. secured by average earnings of $10 a share. Mail 
Special Year-End Coupon below. 
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FREE SERVICE TO JANUARY 15, 1949 








Special tf 
Offer! 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose (J $60 for 6 months’ subscription; [J $100 for a year’s subscription. 
(Service to start at once but date from January 15, 1949) 
SPECIAL MAIL SERVICE ON BULLETINS 


0 $3.50 six months; 


$2.00 (0 Telegraph me collect in anticipation of 
important market turning ee awe 


when to buy and when to se’ 








ir il: .00 si ths; 
MONTHS' $60 one year in Me :} and Canada. ii 
SERVICE Ly $7.00 one year. 

MONTHS’ dies 

2 service 9100 : 
Address 

Complete service will start at 
once but date from January 15th. City 


State. 





Subscriptions to The Forecast 
are deductible for tax purposes. 


DECEMBER 18, 1948 


Your subscription shall not be assigned at 
any time without your consent. 
Des ee ems cm ae oe oe ee oe 


List wp to 12 of 
initial Advisory and 


jour securities for our 
‘ax Savings Report. 
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Has Market Seen Bottom? 





(Continued from page 269) 


been so conservative in relation to 
earnings — yet the average yield 
on representative industrial equi- 
ties is now about 182% more than 
can be had from high-grade corpo- 
rate bonds: a ratio which has been 
significantly exceeded only under 
extreme bear market conditions in 
portions of 1941-1942 and 1937- 
1938, and which compares with an 
average 1935-1939 stock yield 
only about 32% greater than on 
high-grade bonds. An economist 
said the other day that the stock- 
holder is the forgotten man. Per- 
haps so, in some respects — but a 
sensible man would be _ very 
pleased if he could buy a house or 
anything else of enduring intrin- 
sic value on as favorable terms as 
he can buy sound stocks. 


And because it has been a 
buyers’ market for so long, this 
market is unlikely to “fall out of 
bed” under any presently conceiv- 
able economic developments of 
1949. Forgotten man or not, that 
is something that the existing 
owner of sound stocks can take 
comfort in. They may go against 
him at times — for certainly there 
are further downside tests some- 
where ahead — and still pay out 
quite satisfactorily in the long run. 
There is no change in our policy. 


—Monday, December 13. 








THE WAR LORDS 
OF WASHINGTON 
By Bruce Catton 


Bruce Catton’s story is centered large- 
ly in the War Production Board, but it 
ranges over many other wartime agen- 
cies engaged in directing production and 
in informing and deceiving the public 
about the state of the war effort. It is 
a vivid picture of savage in-fighting be- 
hind closed doors, of power politics in 
the White House and on Capitol Hill, of 
frenzied appeals and propaganda to the 
people. And it is a story of warring 
personalities, many of them still in the 
limelight — General George Marshall 
and Senator Harry Truman and Vice- 
President Henry Wallace. Above all, this 
book has pregnant meaning for an 
America spending its greatest peacetime 
budget on defense and arguing fiercely 
over how to make democracy work at 
home and abroad. 


Harcourt, Brace and Company $3.00 
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CRUSADE IN EUROPE 
By Dwight D. Eisenhower 


Within the pages of this book the 
single most important military figure of 
World War II has written the story that 
is destined to become the single most 
important record of that conflict. Here, 
from the hand of the Supreme Comman- 
der of the Allied forces, is the complete 
story of the war as Eisenhower planned 
it and lived it. Through his eyes you can 
now see the whole gigantic drama of the 
war—the strategy, the battles, the mo- 
ments of fateful decision. 

Yet this is a warm and richly person- 
al account. No personality among all 
those described is more clearly defined 
than that of Eisenhower himself. 
Through his own account of the long 
months of waiting and planning and 
working, through his description of the 
gradual formation of the great plans 
for victory, through his record of the 
history-making hours when the machin- 
ery of battle had been launched and 
could no longer be recalled, you come 
to know this great man as no one else 
could describe him to you. 


Doubleday $5.00 


OUR NEW NATIONAL 
LABOR POLICY 
By Fred A. Hartley, Jr. 


Here is the frank, revealing, behind- 
the-scenes story of the Taft-Hartley Act 
—one of the most significant develop- 
ments in labor legislation in our time 
and our most recent attempt to develop 
an effective national labor policy in 
keeping with our democratic traditions. 

Written by the man most responsible 
for the development of his new policy, 
this book discusses the reasons for and 
the history of the passage of, the Taft- 
Hartley Act ... gives an evaluation of 
what the new law means to the worker, 
employer and public... what it neglects 
and what changes are likely to occur in 
it in the future... it highlights old 
labor-management abuses and presents 
an interesting study of the people who 
helped and hindered the bill. 


Funk & Wagnalls $2.85 


A RUSSIAN JOURNAL 
By John Steinbeck 


This book is by one of the world’s most 
famous writers and one of the world’s 
most famous photographers; it is about 
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one of the most important parts of our 
world—but it is one of the least pre- 
tentious books ever presented. Steinbeck 
and Capa decided that while ordinary 
citizens as well as experts were telling 
each other all about Stalin’s plans and 
Communist intentions, no one was try- 
ing to find out what the 190,000,000 
human beings in the U.S.S.R. were re- 
ally like as people. They decided to try 
to take a trip that would avoid the 
mighty and concentrate on the ordinary 
man and woman, that would avoid poli- 
tical discussion and editorial comment 
and try to limit itself to an examination 
of how people live, what they eat, how 
they spend their time, what they think 
—in short, what they are like. This book 
is the result. 


Viking 


Illustrated $3.00 


INTRODUCTION TO ADVERTISING 
PRINCIPLES AND PRACTICE 


By Thomas E. Maytham 


“...complete and comprehensive. It be- 
gins with advertising in 1900 and brings 
you up to the present time. It covers a 
multitude of phases of advertising, from 
advertising’s place in our social economy 
to advertising organizations and how 
they function. It is a splendid text for 
students because it covers the whole 
field of advertising. It is an excellent 
reference volume for the professional 
advertising man because it contains so 
many facts, figures, check lists and other 
basic data.” 


Harper's $6.00 


PLANNING & THE PRICE 
MECHANISM 
By James Edward Meade 


To plan or not to plan? This book out- 
lines a solution of our present economic 
problems which makes the fullest use 
of the price mechanism and of free initi- 
ative and competition, but which in- 
volves the socialisation of certain mon- 
opolistic concerns and the State control 
of the price mechanism in such a way 
to maintain full employment, to achieve 
an equitable distribution of income and 
property and to restore equilibrium to 
our international balance of payments. 
It is an outline of that “middle way” 
which the author calls the Liberal-So- 
cialist solution. 


Allen & Unwin 
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What 





VCO Means 


MANUFACTURING 
CORPORATION 


to the American Housewife 





Through its 
AMERICAN CENTRAL DIVISION 
AVCO Pioneers Modern Kitchens 


AVING FOOTSTEPS, safeguara- 
ing food, protecting the family’s 
health— 

And providing new and bright and 
pleasant surroundings for the great 
majority of housewives who “do their 
own work” — 

That’s the service that American 
Central steel kitchen cabinets and 
sinks offer American homes. That’s 
what its American Kitchens mean— 
units that meet any measurements— 
planned by a leading designer to fit 
old kitchens or new. 


Homemakers add to these units 
American Central waste disposers 


and kitchen ventilators, Crosley 
Shelvador* refrigerators, home freez- 
ers and gas and electric ranges—all 
sharing the Avco name, all carrying 
an assurance of long life and service. 

This is one more striking example 
of how Avco, through planned diver- 
sification in many fields of industry, 
serves vital needs of America. *® 


VCO 


MANUFACTURING 
th mr elo)-1-10)-7-Wale)\\ 


420 LEXINGTON AVE., NEW YORK I7 





Operating Divisions 
CROSLEY DIVISION 
Television and Radio Receivers, 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sinks 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, Ohio; 
Sandwich, Illinois 
LYCOMING DIVISION 
Aircraft and Industrial Engines 
Williamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Castings 
Williamsport, Pennsylvania 
Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP. 
Stations WLW and WLW-T 
Cincinnati, Ohio; WINS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezers 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 
Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Treckiess Trolleys 
Philadelphia, Pennsylvania 
HALL-SCOTT_ DIVISION 
Bus, Truck and. Marine Engines 
Berkeley, California 
NEW YORK SHIPBUILDING CORP. 


Naval Vessels, Covamercial Vessels 
Camden, New Jersey 


Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP. 








